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INTRODUCTION

Organizations around the world are remodeling themselves as they respond to the
challenges presented by the global economy. Today’s managers face a complex
web of difficult and exciting challenges. No longer does a manager sit in an ivory
tower and issue directives from a distance. The traditional authority structure is
giving way to employee involvement, work teams, group spirit, participative
decision-making, lateral relationships, flexible work structures and more. The
management is becoming more and more aware that an organization has no life
but for the people in it. Accordingly, it is becoming more and more people-oriented
as against task-oriented of the previous years. The job of a manager is one of the
most rewarding, most exciting and most challenging of professions. Effective
managers are effective leaders who can (and do) make significant contributions to
society through the output of their industrial or service organizations such as
businesses, universities, hospitals, government agencies and so on.

This book, Management Functions and Behaviour, discusses the basic
concepts of management including the meaning and functions of management. It
also covers the concept of planning and decision making. It also discusses the
major functions of management including directing, communicating and co-
ordination. The book discusses the key issues in team building and the resistance
to change in organizations.

The book, Management Functions and Behaviour, contains five units
and is written with the distance learning student in mind. It is presented in a user-
friendly format using a clear, lucid language. Each unit contains an Introduction
and a list of Objectives to prepare the student for what to expect in the text. At the
end of each unit are a Summary and a list of Key Terms, to aid in recollection of
concepts learnt. All units contain Self-Assessment Questions and Exercises, and
strategically placed Check Your Progress questions so the student can keep track
of what has been discussed.
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UNIT 1 OVERVIEW OF MANAGEMENT

Structure

1.0 Introduction
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1.4 Management is the Art of Muddling Through Situations
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1.10 Summary
1.11 Key Terms
1.12 Self-Assessment Questions and Exercises
1.13 Further Reading

1.0 INTRODUCTION

Management is essential for leading an organized life and necessary for running all
types of organizations. Good management is the backbone of successful
organizations. Managing life means getting things done to achieve life’s objectives,
and managing an organization means getting things done with and through other
people to achieve its objectives. The nature and scope of management has been
explained. Whether management is an art or a science will continue to be a subject
of debate which has been discussed in this unit. However, most management
thinkers agree that some form of formal academic management background helps
in successful management. Management is thus, a set of principles relating to the
functions of planning, organizing, directing and controlling, and application of these
principles helps in harnessing physical, financial, human and informational resources
efficiently and effectively to achieve organizational goals. This unit will also discuss
the role and skills of a manager.

1.1 OBJECTIVES

After going through this unit, you will be able to:

 Understand the definition and nature of management

 Discuss the evolution of management thoughts

 Examine the functions of management

 Examine the various managerial roles and skills
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1.2 MANAGEMENT: DEFINITION,
COMPONENTS, NATURE AND FEATURES

Management in some form or another is an integral part of living and is essential
wherever human efforts are to be undertaken to achieve desired objectives. The
basic ingredients of management are always at play whether we manage our lives
or our business. For example, let us look at the managerial role of a simple housewife
and how she uses the managerial ingredients in managing the home. First of all, she
appraises her household and its needs. She forecasts the needs of the household
for a period of a week or a month or longer. She takes stock of her resources and
any constraints on these resources. She plans and organizes her resources to
obtain the maximum benefits out of these resources. She monitors and controls
the household budget and expenses and other activities. In a large household, she
divides the work among other members and coordinates their activities. She
encourages and motivates them to do their best in completing their activities. She
is always in search for improvements in goals, resources and in means to attain
these goals. These ingredients, generally, are the basic functions of management.

The concept of management is as old as the human race itself. The concept
of ‘family’ itself required that life be organized and resources of food be
apportioned in a manner so as to maximize the utility of such resources. Taking
proper steps to safeguard the family from attacks by wild animals, planning on
where to go fishing and hunting and whom to go with, organizing these groups into
chiefs and hunting and fishing bands where chiefs gave directions and so on, are all
subtle ingredients of management and organization. A study of various people
around the world shows good examples of organizational structures and
organizational evolution over the years. A village open market in a tribe and a large
department store in a modern city serve the same needs in a similar fashion, which
is putting things together that people need. While the tribal organization was simple
in nature, the modern organization is much more sophisticated and complex with
many technological innovations. However, the basic form of management and
organizational structure seem to have existed since the beginning of organized
human activity.

Even the recorded history shows the application of some current management
techniques as far back as 5000 BC when the ancient Sumerians used written
records in assisting governmental operations. The Egyptian pyramids, built as early
as 3000 BC, required the organized efforts of over 1,00,000 workers. It would
be natural to assume that all functions of modern management, namely, planning,
organizing, directing and controlling played a significant role in the construction of
these monuments. Similarly, the early civilization of India bears witness to organized
living. Around 500 BC, Mencius declared:

‘Whoever pursues a business in this world must have a system. A business,
which has attained success without a system, does not exist. From ministers and
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generals down to the hundreds of craftsmen, every one of them has a system. The
craftsman employs the ruler to make a square and the compass to make a circle.
All of them, both skilled and unskilled, use this system. The skilled may at times
accomplish a circle and a square by their own dexterity. But with a system, even
the unskilled may achieve the same result, though dexterity they have none. Hence,
every craftsman possesses a system as a model. Now, if we govern the empire, or
a large state without a system as a model, are we not even less intelligent than a
common craftsman?’

Management, as a system, is not only an essential element of an organized
society but also an integral part of life when we talk about managing our lives.
Managing life is not much different from managing an organization and this ‘art’ of
management has been with us from time immemorial. Just as a well-managed life is
much better organized, goal oriented and successful ‘good’ management of an
organization makes the difference between the success and the failure of the
organization. Perhaps, the importance of management was highlighted by the late
President of United States, John F. Kennedy when he said that, the role of
management in our society is critical in human progress. It serves to identify a
great need of our time: to improve standards of living for all people through effective
utilization of human and material sources. Similarly, Peter F. Drucker, a noted
management authority has emphasized the importance of management to social
living. He proclaimed nearly 25 years ago that, ‘effective management was becoming
the main resource of developed nations and that it was the most needed resource
for developing nations.’

A manager’s job is highly crucial to the success of any organization. The
more complex the organization, the more crucial the manager’s role in it is. A good
manager makes things happen. The importance of management in any organization
was emphasized by Professor Leonard R. Sayles in his address to a group of
management development specialists, as follows:

‘We must find ways of convincing society as a whole, and those who train
managers in particular, that the real leadership problems of our institutions—the
getting things done, the implementation, the evolving of a consensus, the making of
the right decisions at the right time with the right people—is where the action is.
Although we as a society haven’t learned to give much credit to managers, I hope
we can move toward recognizing that managerial and leadership jobs are among
the most critical tasks of our society. As such, they deserve the professional status
that we give to more traditional fields of knowledge.’

Management Defined

Many management thinkers have defined management in their own ways. For
example, Van Fleet and Peterson define management, ‘as a set of activities directed
at the efficient and effective utilization of resources in the pursuit of one or more
goals.’ Figure 1.1 shows the components of management.
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Fig. 1.1 Components of Management

Megginson, Mosley and Pietri define management as ‘working with human,
financial and physical resources to achieve organizational objectives by performing
the planning, organizing, leading and controlling functions’. Figure 1.2 shows the
Megginson, Mosley and Pietri definition of management.

 

Management 

Planning 
Organizing 
Leading 
Controlling 

Human, Financial 
and Physical 
Resources 

Goals 

Fig. 1.2 Megginson, Mosley and Pietri Management Definition

Kreitner considers management as a problem-solving process. He defines
management as follows:

‘Management is a problem solving process of effectively achieving
organizational objectives through the efficient use of scarce resources in a changing
environment.’

Some of the integral elements of this definition can be separated and briefly
explained as follows:

1. Problem solving process: One of the most important functions of a
manager is to make decisions and solve problems. Some of the major
problems that management must continually face include unpredictable
economic trends, changing governmental regulations, resource shortages
and a severe competition for these resources, employee demands,
technical problems, technological developments and so on. There are
other problems that are comparatively routine in nature and can be solved
by some tried and tested mechanisms. For example, a change in
production quality can be easily looked into and the process corrected
or modified or changed if necessary. On the other hand, an increase in
employee grievances or employee absenteeism or turnover may require
carefully studied unique solutions.

2. Organizational objectives: All organizations have a mission that is the
very basic reason for their existence and certain goals and objectives.
While the goals are long range and more general in nature, objectives
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are more specific, tangible and most often quantifiable. For example,
the mission of a college may be high quality education, its goal may be to
primarily serve the educational needs of the surrounding community and
its objective may be to increase the number of new students entering the
college by ten per cent in two years. The primary objective of most
organizations is to provide a service for the public. Of course, such
service has to be profitable for the organization in monetary terms, for
that is the essence of a capitalist economy. Accordingly, management
must plan its activities along these lines. Additionally, it is also the
management’s responsibility to integrate the personal objectives of the
employees into organizational objectives. The personal objectives of
employees may include higher remuneration, more challenging tasks and
responsibilities and participation in the decision-making process.

3. Efficiency: Efficiency, along with effectiveness, is the most common
way of measuring organizational performance. Efficiency is the ability to
‘get things done correctly.’ An efficient manager achieves a higher output
with given resources of time, talents and capital so that these resources
are fully utilized without waste. Similarly, effectiveness means ‘doing the
right things in the right way at the right time.’ Accordingly, successful
managers would not only be effective in terms of selecting the right things
to do and the right methods for getting them done, but they would also
be efficient in fully utilizing resources.

4. Scarce resources: The resources of people, time, capital and raw
materials are all finite and limited. They are all scarce in nature and are
not expandable. Additionally, there is a fierce competition for acquiring
these resources. Management, basically, is a ‘trusteeship’ of these
resources and hence must make conscious efforts to make the most of
these resources.

5. Changing environment: The dynamics of the environment is evidenced
by the changes that have taken place in all areas in the last few years.
The advent of computers and telecommunications technology has
changed the ways in which the assessment of the environment is carried
out for decision-making purposes. Accordingly, management must be
prepared to predict accurately these changes and formulate ways to
meet these new challenges more effectively.

Folk Management

Folk management is also known as indigenous management, community-based
management, and bottom-up management. It is a form of co-management where
the local stakeholders participate in the different functions of management such as
planning, research and development, management and policy making for the whole
community. Managing functions are decentralized, allowing local people to deal
with the social, political and economic problems that are unique to their community.
Solutions are found based on the evaluation of their situation. However,
overwhelming pressures can affect the efficient working of folk management.
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According to current research, this form of management, upon its proper
implementation, helps in securing the overall well-being of its stakeholders.

Nature of Management

In spite of the growing importance of management as an academic discipline and
therefore contributing to the quality of human life, the concept is still clouded by
certain misconceptions.

No doubt, management as an academic body of knowledge has come a
long way in the last few years. It has grown and gained acceptance all over the
world. Yet, it is a paradox that the term ‘Management’ continues to be the most
misunderstood and misused.

A study of the process of management reveals the following points about
the nature of management.

1. Management is a universal process

Where there is human activity, whether individual or joint, there is management.
The process of management can be noticed in all spheres of life. The basic nature
of management activity remains same in all arenas, whether the organization to be
managed is a family, a club, a trade union, a trust, a municipality, a business concern
or the government. Slight variations in approach and style may be there from
organization to organization, but the management activity is basically the same
everywhere.

2. Management is a factor of production

Management is regarded as a factor of production. Just as land, labour and capital
have to be brought together and put to effective use for the production and
distribution of goods and services, similarly managerial skills have also to be acquired
and effectively used for the purpose.

In the modern industrial set-up, qualified and efficient managers are essential to
reap the fruits of huge investment in business where the pattern of production has
become capital-intensive. In fact, in this scenario, the more important would be
the role of management.

3. Management is goal oriented

The most important goal of all management activity is to accomplish the objectives
of an enterprise. These objectives may be economic, socio-economic, social and
human and thereby management at different levels seeks to achieve these in different
ways. But at all times, management has definite objectives to pursue and it employs
all the resources as it commands – men, money, materials, machines and methods
in the pursuit of the objectives.

4. Management is supreme in thought and action

Determination of the objectives of an enterprise tests the collective wisdom and
sense of imagination of its management. The objectives should be neither too high
sounding or difficult to achieve, nor too low pitched to rob the workers of their
sense of achievement. But, mere setting of objectives will be of no avail, if there is
no vigorous action to achieve them.
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Managers set realizable objectives and then mastermind action on all fronts to
accomplish them. Managers belong to that rare breed of men who are not only
aware of what is to be achieved and how, but also possess the capability and
courage to accept the challenges of doing it.

5. Management is a Group Activity

An enterprise will not be able to achieve its objectives if only one or a few individuals
or departments are efficient and the rest are inefficient. The calibre of each individual
and each department needs to be efficient in order to make a project successful.
For example, even the best performance by the production department will become
meaningless if the sales department does not make efforts to sell the products or if
the finance department does not ensure adequate availability of funds.

For the success of an enterprise, it is necessary that all the human and physical
resources at its disposal are efficiently coordinated to attain the maximum levels of
productivity. It is well known that the combined productivity of different resources
will always be much higher than the total of individual productivity of each resource.
The test of managerial ability lies in coordinating the various resources and to
achieve maximum combined productivity. With proper management, one plus one
does not mean two, but eleven. This is also called the multiplier effect of management
activity.

6. Management is a Dynamic Function

Management is a dynamic function of a collective enterprise, which is constantly
engaged in casting and recasting the enterprise in the world of an ever-changing
business environment. Not only this, it also sometimes initiates moves that reform
and alter the business environment. If an enterprise is well equipped to face the
changes in business environment brought about by economic, social, political,
technological or human factors, it can soon adapt itself to a changed environment
or make innovation to attune itself to it. For example, if there is a fall in the demand
for a particular product, the enterprise can be kept in readiness to explore new
markets or switch over to production of new goods with ready demand.

7. Management is a Social Science

In other words, management means getting the tasks done by different people
with different qualities. This involves dealing with individuals, each one of who has
a different level of sensitivity, understanding and dynamism. In fact, no definite
principles or rules can be laid down in respect of human behaviour. These principles
change from individual to individual and from situation to situation. No doubt, a
manager may seek guidelines from established principles and rules but he cannot
base his decisions on them.

8. Management is an Important Organ of Society

Management as an activity has carved for itself an important place in society.
Management shares a direct relationship with society. While the society influences
the managerial actions, managerial actions influence the society. By their decisions,
management of large undertakings influence the economic, social political, religious,
moral and institutional behaviour of the members of society. This creates an impact



Overview of Management

NOTES

Self - Learning
10 Material

on the social and moral obligations of business management, which cannot be
easily ignored.

9. Management is a System of Authority

It is the job of management to bring about a harmonious arrangement and pattern
among the different resources employed in an undertaking. In fact, management’s
role as a factor of production forces itself to be methodical in plans and procedures
and on the other hand systematic and regular in their implementation. For this, it is
necessary that the authority vested in the management is to be exercised properly
and correctly. Therefore, this calls for well-defined lines of command, delegation
of suitable authority and responsibility at all levels of decision-making. Unless
there is proper balance between authority and responsibility at each level of decision-
making, the organization might not succeed in the task of accomplishment of its
objective.

10. Management is a Profession

Management makes judicious use of all available means to accomplish certain
predetermined ends. To achieve this successfully, managers need to possess
managerial knowledge and training. Moreover, they have to conform to a recognised
code of conduct and remain conscious of their social and human obligations.
Managers are well paid and well provided by the organization for their work.
Moreover, they enjoy considerable social prestige too.

11. Management as a Process

Management is an activity consisting of a distinct process, which is known as the
management process. This process is primarily concerned with the important task
of goal achievement. No business enterprise can achieve its objectives until and
unless all the members of the unit make an integrated and planned effort under the
directions of central coordination agency. In management terminology, this central
co-ordinating agency is technically known as ‘MANAGEMENT’ and the
methodology of getting things done is known as ‘Management process’ The
process, in general, is defined as a series of actions or operations conducted
towards an end. The logic of the management process is that particular functions
are performed in a sequence within a given period of time. In other words, the
functions that are performed by a manager and the sequence in which they are
performed are together called the ‘management process’.

The processes such as planning, organizing and actuating involved in the
achievement of business goals together form the management process.

Scope of Management

Although it is difficult to precisely define the scope of management, yet the following
areas are included in it:

1. Subject-matter of management: Planning, organizing, directing,
coordinating and controlling are the activities included in the subject matter
of management.
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2. Functional areas of management: These include:

 Financial management includes accounting, budgetary control, quality
control, financial planning and managing the overall finances of an
organization.

 Personnel management includes recruitment, training, transfer promotion,
demotion, retirement, termination, labour-welfare and social security
industrial relations.

 Purchasing management includes inviting tenders for raw materials,
placing orders, entering into contracts and materials control.

 Production management includes production planning, production control
techniques, quality control and inspection and time and motion studies.

 Maintenance management involves proper care and maintenance of the
buildings, plant and machinery.

 Transport management includes packing, warehousing and transportation
by rail, road and air.

 Distribution management includes marketing, market research, price-
determination, taking market-risk and advertising, publicity and sales
promotion.

 Office management includes activities to properly manage the layout,
staffing and equipment of the office.

 Development management involves experimentation and research of
production techniques, markets etc.

3. Management is an inter-disciplinary approach: For the correct
implementation of the management, it is important to have knowledge of
commerce, economics, sociology, psychology and mathematics.

4. Universal application: The principles of management can be applied to all
types of organizations irrespective of the nature of tasks that they perform.

5. Essentials of Management: Three essentials of management are:

o Scientific method

o Human relations

o Quantitative technique

6. Modern management is an agent of change. The management
techniques can be modified by proper research and development to improve
the performance of an organization.

Check Your Progress

1. Define folk management.

2. What is development management concerned with?
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1.3 EVOLUTION OF MANAGEMENT
THOUGHTS

Management has evolved and changed considerably over a period of time. Even
though the formal scientific management began and established itself in the early
twentieth century, the recorded use of organized management goes back to 5000
BE when the agricultural revolution had taken shape. These agricultural civilizations
existed in India, Egypt and China and according to Peter Drucker, these irrigation
civilizations, ‘were not only one of the great ages of techno-logy, but it represented
also mankind’s most productive age of social and political innovation’. As early as
4000 BE, the Egyptians were aware of the importance of planning, organizing and
controlling. Perhaps, the great pyramids of Egypt built in 2900 BE are a classic
example of management and coordination. One pyramid required 1,00,000 men
working for 20 years; covering 13 acres, using 2.3 million blocks, each weighing
an average of 2.5 tons. To produce such a monument required proper planning,
work allocation, organizing, directing, controlling, and decision-making. In addition
to these pyramids, some of the examples of early management skills are the highly
sophisticated cities of Mohenjo-daro in India, the palaces of Assur and Babylon.
The writings of Socrates and Plato discuss the universality of management and
specialization. Alexander the Great used a staff organization extensively in his military
conquests during 336 BE to 323 BE. The Roman Empire showed an outstand-ing
expertise in general administration, political, military, and judicial judgement issues,
using communications and centralized control.

Some of the other historical benchmarks in the evolution of management
thought are as follows:

 Alfarabi listed and discussed the traits of a successful leader in AD 900.

 Ghazaer discussed the characteristics of a successful manager in AD

1100.

 Medieval Italy in the 1400s used the double entry block-keeping system
and assembly-line techniques.

Industrial Revolution

The mid-1700s saw the movement from the cottage (where production of items
were limited to the family’s living and working quarters) to the factory system
(where products are produced in a centralized location), and this gave birth to the
industrial revolution in Europe and, especially in the United Kingdom. The Industrial
Revolution changed the entire behaviour of the civilized world. Adam Smith is
known to have established the management principles in the area of division of
labour and specialization in 1776. Eli Whitney in 1800 introduced the idea of
interchangeability of parts which led to standardization of parts resulting in mass
production. These principles were highly utilized by Henry Ford in mass production
of automobiles.
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There are a number of characteristics associated with the industrial revolution.
Some of these are as follows:

(a) Specialization

(b) Standardization

(c) Synchronization

(d) Concentration

(e) Maximization

(f) Centralization

Let us discuss these characteristics in detail:

 Specialization: Adam Smith introduced the concept of specialization
and division of labour. Each worker was assigned a small task that was
part of the larger task, at the end of which the product would be created.
This lead to specialization of labour.

 Standardization: Before the Industrial Revolution, the goods and
services were not standardized. The products were produced at home
in small quantity. The Industrial Revolution witnessed a shift from family-
led home production to factory production.

 Synchronization: Industrial Revolution lead to improved coordination
of all the elements in one location.

 Concentration: Concentration of labour improved productivity. It meant
that there was a movement of people from farms and other isolated
locations to bigger cities.

 Maximization: This feature resulted in efficiency and optimum returns
on investment of capital, time and human resources.

 Centralization: All the policy decisions were made at the top
management level, while operational decisions were undertaken in a
decentralized form at the operational level.

Leader and management theories

Leadership can be defined as the art of influencing and inspiring subordinates to
perform their duties willingly, competently and enthusiastically to achieve the desired
organizational goals. A dictatorship under which the subordinates have to perform
would not be considered as leadership. A true leader motivates the subordinates
to follow and induces a belief that the followers will gain by the policies of the
leader.

Generally speaking, leaders are known to possess energy, intelligence, self-
confidence, patience, maturity and a charismatic appearance and attitude. Whether
these characteristics are inherited or learned is still a subject of debate. Many of
these traits are also exhibited by followers and it is not explained as to why followers
could not become leaders.

Leaders are also judged by their behaviours as leaders irrespective of the
characteristics. If a manager has high consideration for the welfare of his subordinates
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and his policies, procedures and work assignments are all acceptable to the
subordinates, then such a manager would be considered as a good leader.

Contingency theories of leadership propose that leadership can also be a
function of the situation, so that the effectiveness of the leader’s behaviour is
contingent upon the demands imposed by the given situation. This approach defines
leadership in terms of the leader’s ability to handle a given situation and is based
upon his skill in that particular area. This means that a successful leader under one
set of circumstances may be a failure under a different set of circumstances. For
example, Winston Churchill was an effective leader of Britain during war time, but
failed to sustain such leadership during peace time.

Early contributions

The development of a systematic management thought can be attributed to the
20th century. But this should not create the impression that this was developed in
this century alone. Attempts at solving management problems date back to ancient
times. For example, the importance of organization and administration in the ancient
times is evident from the interpretation of the early Egyptian papyri dating back as
early as 1300 BE. The parables of Confucius gave practical suggestions for
adequate public administration and advice on the selection of unselfish, honest and
capable officers.

There are many examples in Greek, Roman and other civilizations, which
used the scientific principles of management and administration. There are quite a
few known military leaders who also used many such principles. The Roman
Catholic Church had the most formal organization in the history of western civilization.
Striking examples of these techniques are the development of the hierarchy of
authority with its scalar territorial organization, specialization of activities along
functional lines and the early and intelligent use of staff.

The classical approach is also known as:

(i) The functional approach

(ii) The empirical approach

(iii) The management process approach

The main features of this approach are as follows:

 Management is viewed as a systematic network of various functions
like planning, organizing, directing, staffing and controlling.

 On the basis of experiences of practising managers, management
principles are developed and used as guidelines for the practising
managers and form the basis for management training.

 Functions, principles and skills of management are universal. They can
always be applied in any situation.

 Formal education and training are emphasized for developing managerial
skills in upcoming managers.

 Emphasis is placed on economic efficiency and the formal organization
structure.
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 People are motivated by economic gains. Therefore, the organization
controls economic incentives.

The scientific management stage

The first stage of management identified in the United States was scientific
management, which was started by Taylor. But there were some precursors to
Taylor who made some significant contributions.

James Watt Jr. and Mathew Robinson Boulton, who invented and developed
the steam engine, were the earliest users of scientific approach to management.
They managed the Soho Engineering Foundry in Great Britain and developed
quite a number of management systems. They developed the processes of market
research and forecasting, planning machine layout and standardization of
components. They also developed some important casting systems, training and
development programmes, welfare programmes, productivity-based payments and
so on.

Robert Owen was another pioneer in the early nineteenth century. He
concentrated on the personnel side and carried out many experiments. He is rightly
referred to as the father of modern personnel management. He improved the working
conditions and incurred benefits as he thought that these would improve productivity.

Charles Babbage, known as the father of the computer, invented the
mechanical calculator. He wrote a book, titled On the Economy of Machinery
and Manufacturers published in 1832. He was more interested in the economics
of division of labour and developed scientific principles regarding this.

Another important personality was Henry Varnum Poor, who, as the editor
of the American Railroad Journal, emphasized on the need for a managerial
system and a clear organizational structure.

It was only with the advent of Frederick W. Taylor and his work, The
Principles of Scientific Management published in 1911, that greater attention
was paid to scientific management as a separate discipline.

Industrial problems increased due to the advent of large-scale factory
systems, mass production and mechanization. People needed some specific
principles and methods for solving the problems they faced. The initial impetus in
the scientific management movement was Taylor. He was more concerned with
the engineering aspect and the problems of workers and productivity-oriented
wages.

Then came Henri Fayol, who is known as the father of the modern operation
management theory. Taylor and Fayol both realized that working towards personnel
management at all levels was the key to industrial success. Both applied scientific
methods to the problems they faced while dealing with personnel and management.
Taylor worked primarily on the operative level moving upwards in the industrial
hierarchy, while Fayol concentrated on the managing director level and worked
downwards.

There were also some important figures among the followers of Taylor. One
of them was Carl George Barth who developed mathematical techniques. Henry
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L. Gantt, another follower of Taylor, is best known for developing graphic methods
for depicting plans and making possible better managerial control. Also, there
were Frank and Lillian Gilbreth who concentrated on reducing the motions involved
in doing a particular task. Finally, there was Edward A. Filene who hired Gilbreth
to help him apply scientific management methods to his family’s department store
in Boston, Massachusetts.

Major Schools of Management Thought

The various approaches to the study of management propounded by specialists
from different disciplines have come to be known as the schools of management
thought. The major schools of management theory are as follows:

1. Management process school

2. Empirical school

3. Human behaviours or human relations school

4. Social school

5. Decisions theory school

6. Mathematical or quantitative management school

7. Systems management school

8. Contingency school

Let us discuss these in detail.

1. Management Process School or the Operational Approach

This school regards management as a process of getting things done with people
operating in organized groups. Henri Fayol is known as the father of this school.
According to this school, management can best be studied in terms of the process
that it involves. Those subscribing to this school are of the view that management
principles are of universal application. This approach is also designated as the
traditional approach, the universal approach or the classical approach. The
contributors and thinkers who belong to this school are William Newman, Summers,
McFarland, Henry, J.D. Mooney, A.C. Railey, Lyndall Urwick and Harold Koontz.

2. The Empirical School or the Management by Customs School

This approach to management is taken by scholars who identify management as
the study of experience, followed by efforts to learn from the experience and then
transfer the knowledge to practitioners and students. Typically, this is done through
a case study approach or through the study of decision-making. This school of
thought believes that by analysing the experience of successful managers or the
mistakes of poor managers, we somehow can learn about applying the most
effective management techniques. The main contributors of this approach are
Earnest Dale, Mooney and Raliey, Urwick and many other management
practitioners and associations like the American Management Association.

3. Human Relations Approach

This school takes note of the psychological factors causing a change in the human
behaviour in organized groups under a given situation. It is based upon the fact
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that management involves getting things done through people and therefore
management must be centred on interpersonal relations. This approach has been
called the human relations, leadership or behavioural science approach.
Exponents of this school of thought seek to apply existing and newly developed
theories, methods and techniques of the relevant social science to the study of
intra and interpersonal relations, which varies from personality dynamics to relations
of cultures. This school stresses on the people part of management and the
understanding aspects. The motivation of the individual and adherents of this school
is heavily oriented towards psychology and sociology. The range of thought in this
school are as follows:

 The study of human relations and how managers can understand and use
these relations

 The role of manager as a leader and how he should lead others

 The study of group dynamics and interpersonal relationships

From the early 1930s and the Hawthorne experiments, there has been a
great generation of interest in the human behaviour school. Human behaviour must
be recognized as a key and it is one of the most important factors in the development
of employees. There is great agreement on the point that human beings have goals
and values for certain needs. We do find people exercising their material instincts
such as valuing job security, striving for organizational and social acceptance and
working for monetary rewards, which of course can be used to satisfy several
needs.

4. Behavioural Approach

The behavioural approach or the human relations approach is based upon the
premise of increase in production and managerial efficiency through an
understanding of the people. The growth and popularity of this approach is
attributable to Elton Mayo (1880–1949) and his Hawthorne experiments.
Hawthorne studies (1924–1932) were conducted to determine the effect of better
physical facilities on workers’ output. These studies showed that better physical
environment or increased economic benefits in itself were not sufficient motivators
in increasing productivity. In effect, the emphasis shifted to psychological and social
forces in addition to economic forces. Mayo discovered that when workers are
given special attention by management, the productivity is likely to increase
irrespective of actual changes in the working conditions.

Even though Mayo’s conclusions are not necessarily accepted today, the
Hawthorne studies were primarily responsible for consideration of non-financial
incentives in improving productivity.

In support of Mayo’s contention and findings, Abraham Maslow presented
a theory of individual needs. The basic aim of this approach is to increase the
organizational effectiveness of its human resources, which could be achieved by
properly taking care of human needs. The human needs could be physiological or
psychological.
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According to Maslow, these needs fall into a hierarchy. At the bottom of the
hierarchy are the lower-level needs such as physiological and safety needs. At the
top are higher-level needs such as need for respect and self-fulfilment. In general,
the lower-level needs must be satisfied before the higher-level needs arise. Being
aware of these needs enables a manager to use different methods to motivate
workers. This is important and significant because of the complexity of man’s
nature. Different people will react differently to the same situation. Or, their reaction
may be similar to different situation. Hence, the management must be aware of
these differences and react accordingly.

The behavioural approach had a major impact on management thinkers
right through the 1970s and indeed changed the structure of the organization from
bureaucratic to participative in which the workers have more freedom to participate
in the affairs of the organization. However, lately, some serious questions have
been asked, whether man is entirely a ‘social man’ and not an ‘economic man’.
Not all employees seek self-actualization as their ultimate goal. Some professionals
may be motivated by recognition and a feeling of self-fulfilment,

Since human behaviour is highly complex, a number of factors may affect
the worker’s productivity and indeed the feelings of belonging, recognition and
participation are important for optimum worker productivity.

5. System Approach

This school is of recent origin having developed in the later 1960s. It is an integrated
approach that considers management in its totality based on empirical data.
According to this approach, attention must be paid to the overall effectiveness of
a subsystem in isolation from the other subsystems. The main emphasis is on the
interdependence and inter-relatedness of the various subsystems from the point of
view of the effectiveness of a large system. Its essential features are as follows:

 A system has a number of subsystems, parts and subparts.

 All the subsystems, parts and subparts are mutually related to each other. A
change in one part will affect the changes in other parts.

 The systems approach emphasizes on the study of the various parts in their
interrelationships rather than in isolation from each other.

 The systems approach to management brings out the complexity of a real
life management problem much more sharply than any of the other
approaches.

 It can be utilized by any other school of management thought.

The main contributors to this school of thought are Kenneth, Boulding,
Johnson, Cast, Rosen Zweig and C.W. Churchman. Another important contributor
is Martin, particularly in the area of management audit system.

6. The Social Systems School

This school of thought is closely related to the human behaviour or the human
relations school of thought. It looks upon management as a social system, which
refers to a system of cultural inter-relationships. These can be formal organizational
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relationships or any kind of human relationships. This approach to management
being heavily sociological in nature does what the study of sociology does. It
identifies the nature of the cultural relationships of various social groups and attempts
to show them as an integrated system. The spiritual father of this school was
Chester Barnard who developed the theory of cooperation. The focus of this
school of thought is on the study of the organization as a cooperative or collaborative
system. A social system is a unit or entity consisting of various social subsystems
called groups.

7. Decision Theory School

The decision theory approach concentrates on the rational decisions theory, which
refers to the selection of a suitable course of action from various possible
alternatives. This approach may deal with the decisions itself, with the person or
organizational group who makes the decision or with an analysis of the decision
process. By expanding the viewpoint well beyond the process of evaluating
alternatives, many people use the theory to examine the nature of organizational
structure, the psychological and social reactions of individuals and groups and
analysis of value considerations with respect to goals, communication networks
and incentives.

8. The Mathematical School

Some theorists see management as a system of mathematical models and processes.
According to the approach of the mathematical school, decision-making is a logical
process that can be expressed in terms of mathematical symbols and relationships.
This approach forces the analyst to define a problem and allows for the insertion
of symbols through logical methodology, which provides a powerful tool for solving
complex phenomena.

In the United States, executives have turned increasingly to using computer
applications to solve complex problems. Some of these computer applications
include airline reservation systems, census reports, compiling technical information
into data banks, banking operations, machine-processed accounting organization
and issuance of payroll checks to large numbers of employees, etc. Computer
applications can make the work more manageable in fields where a large volume
of paper reports or data is involved.

9. The Contingency Approach

The contingency approach to management emphasizes on the fact that management
is a highly practice-oriented and action-packed discipline.

Managerial decisions and action initiatives are known to be matters of
pragmatism and not of principles. The environment of organizations and managers
is very complex, uncertain, ever changing and diverse. It is the basic function of
managers to analyse and understand the environments in which they function before
adopting their techniques, processes and practices. The choice of approaches
and their effectiveness is contingent on the behaviour and dynamics of situational
variables. But, there is not one universally valid best way of doing things.
Management theory and principles tend to be deterministic, while the pace, pattern
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and behaviour of events defy the deterministic or dogmatic approaches. What is
valid and good in a particular situation need not be the same in some other situation.

Contingent thinking helps managers in several ways in performing their
function of planning, organizing, direction and control. It widens their horizons
beyond the theory of management and its concepts, principles, techniques and
methods. It helps them to broaden their approach from mere technique orientation
to problem-situation orientation. It leads them to be sensitive, alert and adaptive
to situation behavioural variables, while tailoring their approaches and styles. It
guides them to adopt open system viewpoints and to look at things and situations
in an integrated and multi-dimensional manner.

Check Your Progress

3. Define leadership.

4. Who are the major contributors of the Empirical School?

1.4 MANAGEMENT IS THE ART OF
MUDDLING THROUGH SITUATIONS

Generally, a controversy arises over the question whether management is a science
or an art. It is said management is the oldest of arts and the youngest science. This
explains the changing nature of management. But to have an exact answer to the
question it is necessary to understand the meaning of the terms ‘science’ and ‘art’.

Management as a science

Before trying to examine whether management is a science or not, we have to
understand the nature of science. Science may be described as a systematized
body of knowledge pertaining to an act of study and contains some general truths
explaining past events or phenomena. It is systematized in the sense that relationships
between variables and their limits have been ascertained and underlying principals
have been discovered. Three important characteristics of science are:

 It is a systematized body of knowledge and uses scientific methods for
observation.

 Its principles are evolved on the basis of continued observation and
experiment.

 Its principles are exact and have universal applicability without any limitation.

Examples of scientific principles are that two atoms of hydrogen and one
atom of oxygen form one molecule of water or according to the law of gravitation
if anything is thrown towards the sky it will come down to the earth.

Judging from these criteria, it may be observed that management too is a
systematized body of knowledge and its principles have evolved on the basis of
observation not necessarily through the use of scientific methods. However, if we
consider science as a discipline in the sense of our natural science, one is able to
experiment by keeping all factors and then varying them one at a time. In natural
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science, it is possible to repeat the same conditions over and over again, which
enables the scientist to experiment and to obtain a proof. This kind of
experimentation cannot be carried out in the art of management since we are
dealing with the human element. This puts a limitation on management as a science.
It may be designated as an ‘inexact’ or ‘soft science’.

Management as an art

Art comprises the ‘know-how to accomplish a desired result’. The focus is on
doing things in one way. As the saying goes ‘practice makes a man perfect’, constant
practice of the theoretical concepts (knowledge base) contributes to the formation
of skills. The skills can be acquired only through practice. In a way, the attributes
of science and art are the two sides of a coin. Medicine, engineering, accountancy
and the like require skills on the part of the practitioners and can only be acquired
through practice. Management is no exception. For example, a university gold
medallist in surgery may not necessarily turn out to be a good surgeon; similarly a
management graduate from the best of the institutes may not be very effective in
practice. In both the cases, the application of knowledge acquired through formal
education, requires ingenuity, correct understanding of the variables in the situation,
pragmatism and creativity in finding solutions to problems.

Effective practice of any art requires a thorough understanding of the science
underlying it. Thus science and art are not mutually exclusive, but are
comp1ementary. Executives who attempt to manage without the conceptual
understanding of the management principles and techniques have to depend on
luck and intuition. With organized knowledge and the necessary skill to use such
knowledge, they have a better chance to succeed. Therefore, it may be concluded
that management is both a science and an art.

1.4.1 Significance of Management in Today’s Dynamic
Environment

Management is an essential component of all social organizations and is to be
found everywhere as a distinct, separate and dominant activity. The importance of
management cannot be over emphasized. The significance of ‘Management’ may
be outlined in the following paragraphs:

1. To meet the challenges of change: In recent years, the challenge of
change has become intense and critical. Only scientific management can
overcome the complexities of modern business.

2. For effective utilization of the Seven M’s: There are seven M’s in
business: men, materials, money, machines, methods, markets and
management. Management stands at top of all these Ms. It determines and
controls all other factors of business.

3. For the development of resources: Good management procures good
business by creating vital dynamic and life-giving force in the organization.

4. Management directs the organization: Just as the mind directs and
controls the body to fulfil its desires, similarly management directs and
controls the organizations to achieve the desired goal.
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5. Integrate various interests: There are various interest groups that put
pressure over other groups for maximum share in the total output.
Management balances these pressures and integrates the various interests.

6. Management provides stability: In the modern society, management
provides stability by changing and modifying the resources in accordance
with the changing environment of the society.

7. Management provides innovation: Management provides new ideas,
imagination and vision to the organization and is necessary for better and
greater performance.

8. Management provides co-ordination and establishes team spirit:
Management co-ordinates the activities of the different departments in an
enterprise and establishes team sprit amongst the personnel.

9. To tackle business problems: Goods management serves as a friend,
philosopher and guide in tackling business problems. It provides a tool for
doing a task in the best possible manner.

10. A tool of personality development: Management is necessary not only
for productivity, but also for improvement in the efficiency of mankind.
Management helps improve the personality of people and therefore attempts
to raise their efficiency and productivity.

Check Your Progress

5. What are the seven M’s in business?

6. How does management provide stability?

1.5 FUNCTIONS OF MANAGEMENT

There are basically five primary functions of management. These are as follows:

(i) Planning

(ii) Organizing

(iii) Staffing

(iv) Directing

(v) Controlling

The controlling function comprises co-ordinating, reporting and budgeting,
and hence the controlling function can be broken into these three separate functions.
Based upon these seven functions, Luther Guelick coined the word POSDCORB,
which generally represents the initials of these seven functions. All the primary
functions are explained and discussed fully in the following pages and only a brief
introduction to these functions is given here.

1. Planning

Planning is future oriented and determines an organization’s direction. It is a rational
and systematic way of making decisions today that will affect the future of the
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company. It is a kind of organized foresight as well as corrective hindsight. It
involves the predicting of the future as well as attempting to control the events. It
involves the ability to foresee the effects of current actions in the long run in the
future. Peter Drucker has defined planning as follows:

‘Planning is the continuous process of making present entrepreneurial
decisions systematically and with best possible knowledge of their futurity, organizing
systematically the efforts needed to carry out these decisions and measuring the
results of these decisions against the expectations through organised and systematic
feedback.’ An effective planning programme incorporates the effect of both external
as well as internal factors. The external factors are shortages of resources; both
capital and material, general economic trend as far as interest rates and inflation
are concerned, dynamic technological advancements, increased governmental
regulation regarding community interests, unstable international political
environments, etc. The internal factors that affect planning are limited growth
opportunities due to saturation requiring diversification, changing patterns of work
force, more complex organizational structures, decentralization, etc.

2. Organizing

Organizing requires a formal structure of authority and the direction and flow of
such authority through which work sub-divisions are defined, arranged and co-
ordinated so that each part relates to the other part in a united and coherent manner
so as to attain the prescribed objectives. Thus the function of organizing involves
the determination of activities that need to be done in order to reach the company
goals, assigning these activities to the proper personnel, and delegating the necessary
authority to carry out these activities in a co-ordinated and cohesive manner. It
follows, therefore, that the function of organizing is concerned with:

(i) Identifying the tasks that must be performed and grouping them whenever
necessary

(ii) Assigning these tasks to the personnel while defining their authority and
responsibility

(iii) Delegating this authority to these employees

(iv) Establishing a relationship between authority and responsibility

(v) Co-ordinating these activities

3. Staffing

Staffing is the function of hiring and retaining a suitable work-force for the enterprise
both at managerial as well as non-managerial levels. It involves the process of
recruiting, training, developing, compensating and evaluating employees, and
maintaining this workforce with proper incentives and motivations. Since the human
element is the most vital factor in the process of management, it is important to
recruit the right personnel. This function is even more critically important since
people differ in their intelligence, knowledge, skills, experience, physical condition,
age and attitudes, and this complicates the function. Hence, management must
understand, in addition to the technical and operational competence, the sociological
and psychological structure of the workforce.
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4. Directing

The directing function is concerned with leadership, communication, motivation
and supervision so that the employees perform their activities in the most efficient
manner possible, in order to achieve the desired goals. The leadership element
involves issuing of instructions and guiding the subordinates about procedures and
methods. The communication must be open both ways so that the information can
be passed on to the subordinates and the feedback received from them. Motivation
is very important, since highly motivated people show excellent performance with
less direction from superiors. Supervising subordinates would lead to continuous
progress reports as well as assure the superiors that the directions are being properly
carried out.

5. Controlling

The function of control consists of those activities that are undertaken to ensure
that the events do not deviate from the pre-arranged plans. The activities consist
of establishing standards for work performance, measuring performance and
comparing it to these set standards and taking corrective actions as and when
needed, to correct any deviations. All these five functions of management are
closely interrelated. However, these functions are highly indistinguishable and
virtually unrecognizable on the job. It is necessary, though, to put each function
separately into focus and deal with it.

Check Your Progress

7. What are some of the internal factors that affect planning?

8. What is staffing?

1.6 PLANNING: NATURE, PURPOSE AND
PLANNING PREMISE

Planning is a critical managerial activity. It is the process of determining how the
organization can get where it wants to go. It is a primary function of management
because all other functions depend upon how the organization plans to achieve its
objectives. Planning is a decision-making activity involving the process of
ascertaining objectives and deciding activities that are needed to attain these
objectives. In planning, managers assess the future, determine the goals of the
organization, and develop the overall strategies to achieve these goals. The extent
and complexity of planning would depend upon the complexity and multiplicity of
objectives. Consider, for instance, the planning undertaken by the Atlanta
Committee for the Olympic Games (ACOG) held in Atlanta, Georgia, in 1996.
While the planning process started more than five years before the due date of the
games, consider the challenging task faced by ACOG in 1993, as reported by
Business Week:
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With three years and three months left, facilities costing more than $500
million dollars—including the Olympic Stadium—are still mere blueprints. Raising
the estimated $1.57 billion needed to stage the fourth summer Olympiad on US
soil will require big bucks from corporate sponsors, licensing agreements, tickets
and, most important, broadcast rights.

Similarly, staging the Asian Games in New Delhi in 1982 required extensive
planning that started for years before the games, such as building the stadium, new
roadways, flyovers, and a residential Asiad Village for participating athletes from
all over the world. Without proper and detailed planning, success for such colossal
events cannot be assured.

Planning is particularly important because of scarce resources and an
uncertain environment, and fierce competition for these resources. The basic
purpose of planning is to reduce the risk of uncertainties and to initiate a coordinated
effort within the organization for the purpose of organizational success. It also
involves the process of preparing for change and the dynamics of the environment.
As such, the planning function has three characteristics. First, planning is anticipatory
in nature. This means that a decision has to be made now as to what to do and
how to do it before it is actually done. Second, planning is a system of decisions.
It involves a process of making decisions which will define what is to be achieved
in the future, and the formation of action plans for achievement of the goals. Third,
planning is focussed on desired future results. It is a means of ensuring that the
important organizational objectives are accomplished as and when desired.

The most comprehensive definition of planning is given by Cyril L. Hudson,
who states it in the following terms:

To plan is to produce a scheme for future action; to bring about specified
results at specified cost, in a specified period of time. It is a deliberate attempt to
influence, exploit, bring about and control the nature, direction, extent, speed, and
effects of change. It may even attempt deliberately to create change, remembering
always that change (like decision) in any one sector will some way affect other
sectors.

Since Peter Drucker is supposed to be a pioneer of modern management,
it will be interesting to note how he defines it. His definition is as follows: ‘Planning
is the continuous process of making present entrepreneurial decisions systematically
and with best possible knowledge of their futurity, organizing systematically the
efforts needed to carry out these decisions and measuring the results of these
decisions against the expectation through organized, systematic feedback.’ Peter
Drucker, thus, encompasses the element of feedback that would ascertain the
quality of decisions and the accuracy of planning.

Importance of Planning

While planning does not guarantee success in organizational objectives, there is
evidence that companies that engaged in formal planning, consistently performed
better than those with none or limited formal planning and improved their own
performance over a period of time. It is very rare for an organization to succeed
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solely by luck or circumstances. Some of the reasons as to why planning is
considered a vital managerial function are given below:

 Planning is essential in modern business: The growing complexity of
the modern business with rapid technological changes, dynamic changes in
consumer preferences and growing tough competition necessitates orderly
operations, not only in the current environment but also in the future
environment. Since planning takes a future outlook, it takes into account
possible future developments.

 Planning affects performance: A number of empirical studies provide
evidence of organizational success being a function of formal planning, the
success being measured by such factors as returns on investment, sales
volume, growth in earnings per share, and so on. An investigation of thirty-
six firms in various industrial products like machinery, steel, oil, chemicals
and drugs revealed that companies that engaged in formal planning consistently
performed better than those with no formal planning.

 Planning puts focus on objectives: The effectiveness of formal planning
is primarily based upon clarity and specificity of objectives. Objectives
provide a direction, and all planning decisions are directed towards
achievement of these objectives. Plans continuously reinforce the importance
of these objectives by focusing on them. This ensures maximum utility of
managerial time and efforts.

 Planning anticipates problems and uncertainties: A significant aspect
of any formal planning process is the collection of relevant information for
the purpose of forecasting the future as accurately as possible. This would
minimize the chances of making haphazard decisions. Since the future needs
of the organization are anticipated, the proper acquisition and allocation of
resources can be planned, thus minimizing wastage and ensuring optimal
utility of these resources.

 Planning is necessary to facilitate control: Controlling involves the
continual analysis and measurement of actual operations against the
established standards. These standards are set in the light of objectives to
be achieved. Periodic reviews of operations can determine whether the
plans are being implemented correctly or not. Well-developed plans can
aid the process of control in two ways.

o First, the planning process establishes a system of warning about possible
deviations from the expected performance. The deviations in production,
sales, profits and so on may come to light during periodic investigations
and hence remedial action can be taken before any harm is done.

o Second, contribution of planning to the control process is that it provides
quantitative data which would make it easier to compare the actual
performance in quantitative terms, not only with the expectations of the
organization but also with the industry statistics or market forecasts.

 Planning helps in the process of decision-making: Since planning
specifies the actions and steps to be taken in order to accomplish
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organizational objectives, it serves as a basis for decision-making about
future activities. It also helps managers to make routine decisions about
current activities since the objectives, plans, policies, schedules, etc. are
clearly laid down.

Six P’s of Planning

The following are the six P’s of planning:

 Purpose: An effective planning system requires a clear understanding of
the organization’s purpose. What are the reasons for the organization’s
existence? Is it to increase profit or increase market shares or generate
more employment or introduce more products, etc.? This purpose must be
clear and elaborate.

 Philosophy: Philosophy incorporates the fundamental beliefs as to how
the organization’s purpose is to be achieved. For long-term survival and
growth, a philosophy of ethical conduct must be adopted. For example,
General Motor’s philosophy is based upon profitability through quality,
service and ethical behaviour. IBM’s philosophy was to elevate the level of
the salesman to an executive, and so on.

 Premise: This involves the strengths and weaknesses of the organization
and its knowledge and assumptions about its environment. By forecasting
and other methods, the management can make some conclusions about the
environment trends and by knowing its own strengths and weaknesses it
can deal with the changing environment in a more intelligent way.

 Policies: Policies are general guidelines or constraints that aid in managerial
thinking and action. In a typical organization, there are production policies,
financial policies, accounting policies, marketing policies, personnel policies,
etc. These policies are more specific than the philosophy and form a basis
for planning and necessary operational actions.

 Plans: Plans represent specific objectives and action statements. Objectives
are the goals to be met and the action statements are the means to achieve
these ends. These plans guide us step-by-step as to how to reach the
objectives and also at what stage the progress is at a given time.

 Priorities: A particular organizational goal must be given a particular priority.
Limited resources of time, finances materials, and so on, must be
proportionally allotted to goals of priority. The priorities will determine an
appropriate allocation of resources. Goal priorities would determine what
is relatively more important. A goal of higher priority would receive more
attention and more resources. For example, a research-oriented organization
will get different priorities and resources that a profit-oriented organization.
The priorities of goals would be established on the basis of philosophy and
premises of the organization as well as social, political, and economic
measures and value conflicts. In any case such priorities would affect the
planning process.
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Characteristics of Planning

The characteristics of planning are:

 Planning is primary or basic function: Planning is the primary management
function. It is primary because it is the foundation on which all other
managerial functions rest.

 Planning is intellectual process: Planning is a process rather than
behaviour at a given point of time. The process determines the future course
of action. It involves processes of perception, analysis and thought.

 Planning is future-oriented: Planning primarily involves looking into the
future. It requires anticipating future situations that ought to lead to correct
decisions about future course of action.

 Planning is decision oriented: Planning involves selecting a suitable course
of action. This implies that there are several possible ways of attaining a
particular goal or a set of objectives. However, not all of them may be
suitable for the organization at a given time and, therefore, requires a call of
judgement at the managerial level. Decision making that requires specific
actions necessary to achieve future goals becomes an integral part of the
planning process.

 Planning is top management function: Planning is undertaken at all levels
of management as every level is concerned with determining a future course
of action.

 Planning is flexible: Planning is flexible as commitment is based on future
conditions that are always changing.

 Planning is pervasive: Planning is an all-encompassing and continuous
managerial function that involves the complex processes of perception,
analysis, conceptual thought, communication decision and action.

 Continuous and dynamic activity: Planning is a never ending activity. In
order to be successful at planning, one has to adjust to changes taking
place in the environment and react accordingly.

 Planning is basis of control: As per, Koontz and O’Donnell (1986) ‘plans
furnish the standards of control. Unplanned action cannot be controlled
and any attempt to control without plans would be meaningless.’

 Planning is time bound: Planning always has a dimension of time; it is
done for a specific period of time.

Advantages and Potential Disadvantages of Planning

A vigorous and detailed planning programme helps managers to be future-oriented.
It gives the managers some purpose and direction. A sound blueprint for plans
with specific objectives and action statements has numerous advantages for the
organization. First, it creates a unity of purpose for the organization since the
objectives are formally expressed and the methods and procedures to obtain these
objectives are clearly defined. Second, proper planning helps in the process of
motivation. If plans are properly communicated to all members of the organization,
then everyone can feel involved in carrying them out. When people get involved,
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their sense of belonging increases and thus they become highly motivated. Third, it
reduces the elements of risk and uncertainty, since accurate forecast of the future
is an integral part of effective planning. Also, since planning is done in advance of
actions, it prevents hasty judgments and results in disciplined thinking. Fourth,
proper planning results in effective utilization of organizational resources. This will
reduce unproductive work, idle time for workers downtime for machines, and
thus result in minimum cost of operations. Fifth, it improves the competitive strength
of the company. Since the operations are planned in advance, the company has
the time to shop for the best and most competitive rates for raw materials, equipment
and parts, and for human resources. Also, proper planning gives the company an
advantageous edge in case it decides to make changes in its line of products or
expansion in plant capacity or changes in methodology. Finally, formal planning
forces managers to understand and evaluate all variables that influence events.
Hence, it would be unlikely that the managers may ignore or overlook a critical
variable due to time pressures or other factors which could adversely affect the
organizational operations or the outcomes.

If the planning function is not well executed within the organization, there
can be several disadvantages. First, planning is expensive and time consuming. A
good deal of time, energy and capital is involved in setting up the planning machinery
for the purpose of gathering and analysing data and testing various alternatives in
order to select the one which is most appropriate. Accordingly, the cost of planning
and the benefit derived from it must be adequately balanced. Sometimes, proper
planning takes up so much time that some useful opportunities can be lost if they
require immediate action, and such immediate action cannot be taken without
proper planning. Second, planning itself can be a hindrance to innovation. In a
planned setup, every operation is pre-planned. This means simply proceeding
according to plans and following the rules mechanically. This does not leave any
provision for a manager’s innovation and creativity. This problem can be overcome,
however, by making the plans more flexible in order to accommodate changes
generated by new ideas. Finally, planning can sometimes be very frustrating because
it requires an extremely detailed, careful and analytical thought process.
Accordingly, it is more of an intellectual exercise. It requires a high level of
imagination and analytical ability, in addition to total commitment. The talents
required and the maintenance of high quality planning together are difficult to achieve.

Pointwise, the advantages and disadvantages are discussed below. The
advantages are:

 Planning gives managers some purpose and direction. Since planning is
future-oriented, it forces managers to look beyond the present. Also, it
creates a unity of purpose, since the objectives are formally expressed
and the methods and procedures to obtain these objectives are clearly
defined.

 Proper planning helps in the process of motivation. If plans are properly
communicated to all levels of the organization, then everyone can feel
involved in carrying them out. When people get involved, their sense of
belonging increases and thus they are highly motivated.
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 Planning provides a framework for decision-making. Knowing the
organizational objectives and the methods to achieve them eliminates
ambiguity in the decision-making process. Furthermore, planning
provides for feedback, periodic evaluation of programmes and indication
for any deviation, so that corrective action can be taken, and hence this
makes the decision-making process a little easier. Also, systematic
planning requires an understanding and evaluation of many variables
which influence events; hence, it is highly unlikely that an important variable
will be overlooked which could adversely affect either the decision
process or the operation.

 Proper planning results in effective utilization of organizational resources.
Since planning involves the identification of such resources for optimal
utility, there is no minimum waste of these resources. This will also reduce
unproductive work, idle time of workers, downtime for machines, and
would logically result in minimum cost of operations.

 Since accurate forecast of future events is an integral part of effective
planning, it reduces the elements of risks and uncertainty. Also, since
planning is done in advance of actions, it prevents hasty judgments and
haphazard decisions and results in disciplined thinking.

 It improves the competitive strength of the company in two ways. First,
since the operations are planned in advance, the company has the time
to shop around for the best and the most competitive rates of raw
materials, equipments and parts, and for human resources. Second,
proper planning gives the company an advantageous edge if it decides
to make changes in its line of products or expand its plant capacity or
change its methodology.

 Formal planning forces managers to examine all areas of the organization
from all angles and efficiently coordinate the activities of all these areas.
Without this process, these managers may ignore or overlook some
critical aspect due to time pressures or other factors, thus affecting the
outcome in a negative way.

The disadvantages are:

 Planning is expensive and time consuming. A good deal of time, energy
and capital is involved in setting up the planning machinery for the
purposes of gathering and analysing data, and testing various alternatives
in order to select the one which is most appropriate. Accordingly, the
cost of planning and the benefits derived from it must be adequately
balanced. Sometimes, proper planning takes up so much time that some
useful opportunities can be lost if they require immediate action and
such immediate action cannot be taken without proper planning.

 Planning itself can be a hindrance to innovation. In a planned setup,
every operation is pre-planned. This means simply proceeding according
to plans and following the rules mechanically. It does not leave any
provision for a manager’s innovation and creativity (This problem can
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be overcome to some degree by making the plans more flexible in order
to accommodate any changes generated by new ideas).

 Planning can sometimes be very frustrating because it requires a detailed,
careful and analytical thought process. Accordingly, it is more of an
intellectual exercise. It requires a high level of imagination and analytical
ability in addition to total commitment. The talents required and the
maintenance of high quality planning, together, are difficult to achieve.

Principles of Effective Planning

These principles of effective planning are primarily based upon Gary Dessler’s
work. They are as follows:

 Keep aims crystallized: The aims and objectives must be clear,
unambiguous, solid, reasonable and attainable. Badly defined objectives
do not lend to accurate and effective planning.

 Develop accurate forecasts: Accurate events and trends in the future
are the most important inputs of a planning process. Accordingly, the
managers making the forecasts must be highly skilled and must use
quantitative methods wherever applicable in addition to intuitional judgments
to improve the accuracy of the forecasts.

 Involve subordinates in the planning process: This will ensure the
acceptance of the plans by those who are going to implement them. Studies
have indicated that people who put the plans into operation do so much
better when they participate in the formulation of the plans than when such
plans are simply assigned to them.

 The plan must be a sound one: In order for a plan to be effective, it must
be based on sound assumptions and correct information. Mitroff and Emshoff
suggest a ‘devil’s advocate’ approach, in which someone deliberately
criticizes the plan in order to eliminate any inconsistencies in the plan and
thus refine it further.

 Don’t be over-optimistic: Objectivity is an essential ingredient of effective
planning. Over-optimism is based on feelings, emotions and intuition. Don’t
see what you want to see, but see what is there.

 Decide in advance the criteria for abandoning a project: There is no
need to continue to stick to the plan if it is not working as expected. However,
the criteria for abandoning a particular project should be established in the
beginning. For instance, ‘if a particular commercial does not increase sales
by ten percent in six months then such a commercial will be replaced’.

 Keep your plan flexible: Keep the progress of your plan under constant
review so that it can be revised and modified as the situation demands. The
future trends should also be assessed by continuously monitoring economic,
social, political, technological and competitive trends. Any changes in these
variables may require changes in the original plans.

 Review long-range plans on a short-range basis: Long-range plans
are risky due to dynamic environment. Accordingly, long-range strategic
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plans should be split into manageable periods and the basic assumptions
underlying the strategic plan, and its progress should be measured and
reviewed at such set intervals as planned so that any reasons for under-
performance or over-performance can be identified and new decisions made
relative to the plan.

 Fit the plan to the environment: Assess the current as well as future
environment. If the environment is comparatively stable, a plan can be more
rigid. However, if the environment is volatile, the plan must be highly flexible
to accommodate necessary changes.

Limitations of Planning

Planning is a primary function of management; nevertheless it suffers from certain
limitations. Few of them are in-built in the process itself; rigidity being one among
other shortcomings.

 Rigidity: In many instances advance planning may lead to the administration
becoming inflexible.

 Misdirected Planning: Planning rests on anticipating events. Success and
failure are all dependent on forecasting correctly.

 Time consuming: In order to implement strategies, planners must be in
conversation with each other regarding various facets of the plan. It is prudent
not to make haste before putting something through the final stages of
execution. In other words, planning is a time consuming process.

 False sense of security: One of the well-known truths of life is that is that
the future is uncertain. Since, planning is essentially about anticipating the
future, by definition then, its outcome is tentative. Every planning, therefore,
involves the planners’ ability to take well calculated risks.

 Expensive: Planning, when done properly, requires an elaborate collection
of data based on which strategies are drawn. This cannot be done without
incurring any expenses; at the same time no returns or benefits can be
guaranteed.

External limitations of planning

The following are said to be the external limitations of planning:

 Political climate: Taxation policy, regulation of business and finances through
financial institutions, etc. regulate the planning process.

 Trade unions: Strikes, lockouts, agitations restricts the freedom of planning.
They can interfere in the management activities of work rules, fixation of
wage productivity and associated benefits.

 Technological changes: When technology changes, the management has
to face many problems such as high costs of production, competition in the
market etc.

 Delays during emergency period: Emergency situations require
spontaneous decisions that cannot be implemented simultaneously with pre-
planned strategies.
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 Changes in demand and prices: Fluctuations in fashion trends, tastes of
the consumer, general income level of the population, demand, price etc.
are all important factors that affect planning.

Process of Planning

Planning can be carried out using the following steps:

 Analyse opportunities: Being aware of opportunities in the external
environment and within the organization as well, is the real starting point of
planning. Planning requires a realistic diagnosis of the situation.

 Setting objectives: The second step in planning is to establish objectives
for the entire organization keeping long term as well as short term goals in
mind.

 Determination of premises: The third step of planning is to establish,
circulate and obtain agreement to study existing company plans. These
premises are assumptions about the environment in which the plan is to be
carried out.

 Determination of alternatives: The fourth step in planning is to identify
and analyse alternative approaches especially those that are not immediately
apparent, the planner must make preliminary examinations to discover most
lucrative possibilities.

 Evaluation of alternatives: Having examined alternative options, the next
step involves an evaluation of these alternatives. Managers must explore all
viable options for which they require up-to-date information and statistics.

 Selecting a course of action: Next in planning, after evaluating is to select
the best course of action. This is a point at which the plan exercises the real
point of decision making. Therefore, one must consider past experience,
present situation and future contingencies while deciding upon a particular
course.

 Formulation of derivative plans: Even after decisions have been made,
planning still remains incomplete. Derivative plans are invariably required to
support the basic plan.

 Implementation of plans: For a plan to become real, it requires conversion
into action. Implementation means that resources are committed and
employees have been assigned specific tasks. It also requires the use of
other managerial functions as well, such as organizing staffing, directing and
controlling.

 Reviewing the planning process: Changes in environment can subvert
even the best plans. Long term plans are most susceptible to changes due
to external forces. Successful managers anticipate changes and plan
accordingly.

Steps of Planning

The planning process includes five major stages to perform planning related
activities. Figure 1.3 shows the hierarchical structure of planning process.
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Step 1

Step 2

Step 3

Step 4

Step 5

Establish and define objectives

Assessment of resources

Develop forecasts and future conditions

Preparation of derivative plans

Implementation and evaluation of plan

Fig. 1.3 The Hierarchical Structure of Planning

Planning can be considered as a series of sequential steps. These steps are
as follows:

 Step 1. Establish and clearly define the central and overall objectives of
the organization. A well-defined objectives can make the difference
between success and failure of an enterprise. It clearly defines the product
or service as well as the purpose of the company. Along with the overall
mission of the company, it is also necessary to establish the specific
objectives and goals. For example, the overall objectives of a hospital
is to provide quality health care.

 Step 2. The second step is to make an assessment of the available
resources. This will give an idea of resources that need to be procured.

 Step 3. Develop forecasts and future conditions. In order to effectively
plan, it is important and necessary to forecast as accurately as possible,
the future trends that will affect the company’s standing and
operations.The factors of forecast will include general economic
conditions, changes in consumer attitudes, new technological and product
developments, possible competitive strategies and any adverse legal
developments.

 Step 4. Preparation of derivative plans. Once an overall plan has been
adopted, it is necessary to develop other derivative plans for each
segment of the company, to support the formal plan. Derivative or
sectional plans are developed in each area of the business, but within
the framework of the primary plan in order to coordinate and integrate
programmes and policies of all sections of the enterprise.
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 Step 5. Implement the plan and evaluate its results. The success of the
plan would depend upon how effectively the plan is implemented. This
implementation is going to require a combination of all skills and
coordination of all factors. Also in this ever-changing dynamic
environment, it is necessary to keep the plan open to evaluation and
modification. The plans should be periodically re-evaluated to measure
its progress and effectiveness so that any deviations can be corrected
and any adjustments can be made.

Types of Plan

Organization plans are usually divided into two types, namely standing plans and
single-use plans. Standing plans are those which remain roughly the same for long
periods of time and are used in organizational situations that occur repeatedly. The
most common kinds of standing plans are policies, procedures and rules. Single-
use plans focus on relatively unique situations within the organization and may be
required to be used only once. These plans can be subdivided into programmes
and budgets. These plans are illustrated in Figure 1.4.

Organizational
Plans

Standing
Plans

Single-Use
Plans

Policies Procedures Rules Programmes Budgets

Fig. 1.4 Types of Organizational Plans

Standing plans:

o Policies: A policy is a statement and a predetermined guideline that provides
direction for decision-making and action taking. Policies are usually general
enough to give the manager sufficient freedom to make judgments, while at
the same time they are specific enough to establish constraining boundaries.
For instance, regarding employment, a company policy may be to employ
personnel on merit alone without regard to race, sex or age; and within the
bounds of this policy, a manager can make decisions. Policies must be based
upon a thorough analysis of objectives and should be consistent with the
company’s mission and philosophy. Policies, being formal statements, serve
as ready guides for answering numerous questions and making many day-
to-day routine decisions, especially about recurring problems, thus freeing
management’s time for more important and unique decisions. This helps
improve the efficiency of operations. If the policies are clearly understood
and adhered to by all, then there will be fewer problems and fewer complaints
to start with. There may be separate policies for separate functions but they
must be coordinated. Appropriate policy guidelines enable managers to
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anticipate and take action for a given set of situational variables. There are
organizational policies formulated for all types of situations and functions.
There may be sales policies, production policies, personnel policies, and so
on. For instance, personnel policies would specify decisions regarding
selection, training, remuneration, labour relations, promotion of personnel
and so on. According to Newman, Summer and Warren, a policy may:

– Be specific or broad in nature

– Deal with one or many aspects of a problem or a situation

– Place wider or narrow limits within which action is to be taken

– Specify the steps to be taken when a decision is to be made

Policies are useful indicators of the conduct and the philosophy of the
company and about what the company stands for. These policies, being
formal statements, can easily be communicated to the organizational
members as well as to the outside public.

o Procedures: While policies cover a broad area of action, procedures
prescribe the exact manner in which an activity is to be completed. It is a
series of steps established to accomplish a specific project. They generally
indicate how a policy is to be implemented and carried out. They are more
precise guidelines permitting little or no individual discretion. Procedures
can be defined as a series of related tasks that make up the chronological
sequence and the established way of performing the work to be
accomplished. For instance, some companies have a policy of reimbursing
employees for their educational expenses. To claim such expenses, the
employee must follow a set procedure, such as filling a form, attaching a
copy of courses taken and grades received, taking it to the personnel office
for processing, and then wait for the reimbursement check.

o Rules: Whereas procedures specify a chronological sequence of steps to
be performed, a rule is very specific and a narrow guide to action. These
are plans that describe exactly how one particular situation is to be handled.
For instance, a company may prescribe a number of safety rules, such as
‘No smoking on company premises’. ‘No eating in the classroom’ is a rule
in all schools and colleges. A rule is meant to be strictly followed and is
generally enforced by invoking penalties. For instance, if it is a rule to report
on duty at 9 a.m. then any person who consistently breaks this rule can be
fired. A recent New York State law requires that all car drivers not wearing
safety belts while driving be subject to fine.

Single-use plans

o Programmes: A programme is a single-use plan designed to carry out a
special project to solve a problem, or achieve a group of related goals. This
project or problem is not intended to be in existence over the entire life of
the organization, such as the standing plans. The programme exists to achieve
some purpose identified by the organization and this achievement is expected
to benefit the organization. For instance, an organization may have instituted
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a management development programme to build special managerial skills
such as handling international competition or meeting the management
challenges of the next century. Similarly, a college may have a programme
to build a new laboratory or add new classrooms. A business may have a
programme to automate its systems. All these programmes are one-time
programmes, no matter how long it takes to complete a given programme
or a project. Once the programme’s goals are achieved, that programme is
discontinued.

o Budgets: A budget is another single-use programme which is a financial
plan that covers a specified period of time. This plan identifies as to how
funds will be raised and how these funds will be utilized for procuring
resources such as labour, raw materials, information systems and other
business functions such as marketing, research and development, and so
on. Every organization prepares a budget for its various activities. These
budgets are usually for a one-year period. When a specific budget period
ends, the value of that budget as a planning device is finished, even though
it may form the basis for the budget for the following period. In that respect,
it is a single-use plan.

Levels of Planning

There are basically three levels of planning associated with the different managerial
levels. These are as follows:

 Strategic planning: Strategic planning is the process of determining overall
objectives of the organization and the policies and strategies adopted to
achieve those objectives. It is a process by which an organization makes
decisions and takes actions that affect its long-term performance. The top
management of the organization is involved in strategic planning, which is
long range and has a major impact on the organization. A strategic plan
usually covers a time period of up to ten years and involves a major
commitment of resources. It deals with the total assessment of the
organization’s capabilities, its strengths and weaknesses, and an objective
and analytical evaluation of the dynamic environment. The planning also
determines the direction that the company will be taking from where it is
and where it wants to be. For instance, strategic planning formed the basis
of Motorola’s decision to move away from the consumer market and
concentrate on industrial products. Similarly, Levi Strauss company, which
was primarily involved in the production of blue denim jeans, expanded to
include women’s and children’s clothing, fashion-oriented clothing and shoes.

 Tactical planning: While strategic planning focuses on where the
organization will be in the future, tactical planning, also known as
‘intermediate planning’, emphasizes on how it will be done. Such planning
generally covers a shorter period of time, usually between one and two
years and involves middle management such as functional managers,
department heads and product line managers. They also have the task of
improving the top management’s strategic plans. The middle management
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will have a critical look at the resources available and will then determine
the most effective and efficient mix of human, financial and material factors,
in order to achieve the organizational objectives in the most efficient manner.
They refine the broad strategic plans into more workable and realistic plans.

 Operational planning: Operational plans are the responsibility of lower
level management and involve unit supervisors, foremen, and so on. These
are short-range plans covering a time span of about one week to one year.
These plans are more specific and determine how a specific job is to be
completed in the best possible way. Most operational plans are divided into
functional areas such as production, finance, marketing and personnel. For
instance, production plans would require an analysis and decisions covering
inventory levels of raw materials, as well as finished product, flexibility of
current production facilities and plans for coping with changing production
technologies. These plans are relatively stable and are linked with the planning
objectives of the middle management and top management.

 Contingency planning: Contingency planning is an approach that has
become necessary in today’s rapidly changing environment. It is the
determination of alternative courses of action to be taken if the original
plans are disrupted or become inappropriate due to changed circumstances.
Contingency planning is proactive in nature, and the management tries to
anticipate changes in the environment and prepares to cope with future
events. Contingency planning is necessary at each level of management and
for strategic, tactical and operational planning. For instance, the manager of
the production department probably has a contingency plan for any
machinery breakdown. Similarly, if an organization uses computers for data
storage, it must have contingency plans if the system fails, such as a backup
system and making copies of the files which are placed in a secure location.
Briggs-Weaver, an industrial distribution firm based in Dallas, Texas,
develops formal contingency plans for most situations. According to the
president of the company, ‘If our sales drop by more than 10 per cent, a
contingency plan automatically goes into effect.’

1.6.1 Managerial Systems and Processes

A management system refers to a set of policies, processes and procedures that is
typically used by an organization to accomplish the tasks required to fulfil its
objectives. These objectives cover various aspects of the organization’s operations.
For example, an environmental management system helps organizations to improve
their environmental performance and an occupational health and safety management
system (OHSMS) helps an organization to control its occupational health and
safety risks, etc.

1.6.2 Objectives, Strategies and Policies

Planning is done by management in order to carry out the different business activities
effectively. The entire planning activity comprises of several elements. Following
are the different elements of planning:
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1. Mission

It is a broad term to define the goals of an organization that need to be achieved
over a long period of time. The term mission is generally used in non-business
organizations such as college, trust, club, and government organization. For example,
one of the missions of Government of India is that every child below the age of 14
years should be educated. Now, this mission acts as the guiding principal for an
organization.

2. Objectives

Goals for which an organization is set up and that the organization tries to achieve
is represented with the help of objectives. According to Dalton E, McFarland,
‘Objectives are goals, aims or purposes that organizations wish to achieve over
varying periods of times.’ Objectives decide where we want to go, what we want
to achieve. Objectives constitute the purpose of an organization and have the
following characteristics:

 Objectives must be pre-determined.

 Objectives must be realistic, i.e., they should be within the reach of the
organization.

 Objectives must be measurable.

 Objectives must have social sanction.

 Objectives are needed in every area where performance and results directly
and vitally affect the survival and prosperity of the business. Business firms
set their objectives for achieving excellence in different fields such as market
standing, innovation, productivity, profitability, public accountability, etc.

 All objectives must be interconnected and mutually supportive.

 Objectives may be short-range, medium-range and long- range.

Advantages of Objectives: According to L.Gulick, ‘In administration,
God helps those administrators who have a clearly defined objective.’ Well-defined
objectives enable an organization to grow and prosper in an orderly and progressive
manner.

Clear definition of objectives by different departmental heads encourages
unified planning. The unifying effect arises when the plans prepared by different
departmental heads are adjusted to a common objective. The various advantages
of setting out objectives are as follows:

 Objectives motivate people in the organization and generate cooperation
among the employees.

 Objective-oriented work helps avoid unproductive tasks.

 Objectives provide standards to control human efforts in an organization.

 Objectives help in developing the administrative controls.

 Objectives contribute to the management process. They influence the
organizations policies, personnel, leadership and managerial control.
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 Objectives help identify the contribution that each department needs to
make in achieving the organization goals and thus form the basis for
decentralisation.

 Management by Objectives (MBO) completely depends upon
objectives.

Types of Objectives: Objectives are of two types:

(i) External Objectives

(ii) Internal Objectives

External Objectives: External objectives of an organization are focussed
towards ‘Service of the customer’ and include:

(i) Preventing pollution.

(ii) Maintaining and developing quality life for society.

(iii) Fulfilling the expected responsibilities towards the society, community
and the government.

Internal objectives of organization help achieve the following benefits:

(i) Maximum profitability

(ii) Maximum service

(iii) Employee satisfaction

(iv)  Fair return on the shareholder’s investments.

Hierarchy of Objectives

Objectives are set up by the top management and they act as the ends for the
middle management to perform their work. At the next lower level of the
management hierarchy, objectives act as means. Each level of objectives are ends
for the next level. This is known as Ends-means chain of Objectives. Following
diagram illustrates this concept:

ENDS
(Objectives)

MEANS
(Plan)

ENDS
(Objectives)

MEANS
(Plans)

Objectives 
(ENDS) 

Set by Top 
Management

Middle Managements 
Plan (MEANS) to Achieve 

the Objectives (ENDS) 
Set by Top Management

Middle Managements Again Plan & 
Establish (ENDS) which 
Lower management must achieve

Objectives 

Lower Level-management Prepares Plans 
(MEANS) for Accomplishing the 

Objectives  (ENDS) Set by Middle Management

Fig. 1.5 Hierarchy of Objectives
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Setting up Objectives: Following points should be kept in mind for setting
the objectives of an organization:

(i) An organization has several objectives. So, each objective should be
given a priority in order to achieve them.

(ii) Co-ordination and balance should be maintained between the overall
objectives of an organization and the departmental goals.

(iii) Translation of major objectives into operating objectives should be
meaningful.

(iv) Objectives should be realistic rather than idealistic.

(v) Objectives can be major or minor, short-term or long-term and
economic or social. Major objectives are designed for the main
purpose of an organization whereas minor objectives are secondary
and dependent on the major objectives. In long-term objectives, an
organization concentrates on maximisation of profits. In the short-
term objectives, an organization may concentrate more on customer’s
satisfaction by providing good products at cheap price keeping in
view the long-term objective of maximum profit. Short-term objectives
are treated as steps towards long-term objectives. Economic objectives
represent the goals with respect to the market place. Social objectives
refer to the company’s intentions towards its employees, shareholders
and the public.

(vi) Objectives for each person and for each responsibility centre need to
be established. For example, the foreman on the shop floor as well as
the department manager should know what exactly they need to
achieve and how? Setting up detailed quantitative objectives is an
essential task of planning.

3. Policies

Policy-making is another most important component of business planning. Policies
provide broad guidelines to achieve the objectives of an organization. According
to Koontz and Q Donnell, ‘Policies are general statements or understandings which
guide or channel thinking in decision-making of subordinates.’

Features of a Sound Policy: Given below are the features of a sound
policy:

(i) The policy should contribute towards the achievement of organizational
objectives.

(ii) The policy is formulated with the help of various steps in the decision-
making process.

(iii) The policy should be clear, specific, unambiguous and easily
understood.

(iv) The policy should be precisely written and should include all predictions
for future plans.

(v) The policy should describe current and future action plans of the
organization.
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(vi) All the policies should be communicated to the managerial level that
implements them.

(vii) A sound policy should be flexible in its implementation.

(viii) A policy should be uniformly applied at all level. It must be fair to all,
offering equity and justice to those who are affected by it.

(ix) A policy should be reviewed and revised periodically to keep the
policies up-to-date.

(x) All policies should follow the ethical and behavioural standards.

(xi) All policies should be based on the organization’s available resources
and environment. It should be based on the sound judgment of the
management.

Relationship and Distinction between Policies and Objectives

Objectives are end-points of planning, while policies prescribe the ways through
which the objectives can be achieved. Following are the difference between
objectives and policies:

(i) Objectives are the base for the existence and functioning of an organization
but policies are not. We cannot visualise an organization without its
objectives, but it is possible for an organization to function without policies.

(ii) Objectives are endpoints that can be achieved through sound policies.
However, policies describe how objectives can be achieved. Objectives
and policies are related to each other in an ends-means chain or hierarchy.

(iii) Objectives are stated in broad ideological terms and tend to take the shape
of vague and abstract aspirations and expectations of an organization.
Policies, on the other hand, give meaning to objectives, clarify the intents of
top management and express its aims in more specific terms.

(iv) Objectives are often considered as official goals that remain on paper. In
contrast to this, policies indicate the real objective of the organization and
reflect its true character.

(v) Objectives are the goals that need to be achieved, but policies clarify the
perspectives of managers for handling the managerial problems in a
disciplined manner.

Importance of Policies: The following points highlight the importance of
policies:

(i) Policies lead to a uniform pattern of action in respect of various matters
related to an organization.

(ii) Policies speed up decision-making since they provide a framework
within which the decisions can be taken.

(iii) Policies help the employees to work for a better performance.

(iv) Policies help maintain effective co-ordination between various activities
in the organization.
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Classification of Policies: Alford and Beatty have classified the industrial
policies as follows:

1. Top management policies: These are the policies that are derived
from the planning by the top management. They include policies
concerned with the selection of long-range products, sales forecasting,
sizing the organization, process selection, machine selection,
determining plant needed and budget.

2. Upper middle management policies: These are special policies
designed for a specific function such as sales, production, research
and finance accounting performed by an organization. The vice-
president or other executives responsible for these functions create
these policies. However, it is important that these policies should agree
with the major policies of the organization.

3. Middle management policies: These policies help plan the functional,
product specialists within the sales, production and research, finance
or accounting sub-division of the enterprise.

4. Foremen policies: These include the policies that are concerned with
the assigning jobs to the best-suited employee in the organization and
providing adequate tools to complete the assigned job.

5. Operating force policies: These policies state employee’s rules or
code for doing each job assigned to him. Through this policy, employees
come to know about the time that each job should take, what tricks of
trade are required and what quality features are emphasized.

6. Sales policies: These are concerned with determining the location of
markets, selecting channels of distribution, dividing the total market
into branch or dealer areas, pricing the product, determining the sales
incentives, establishing the advertising policies, setting up the sales
control policies, and establishing the sales volume and the expense
budgets.

7. Production Policies: These are concerned with the making of a
production budget, the factory layout, inventory control, collective
bargaining labour relations, selection of system for quality and cost
and production control.

8. Research policies: These may be concerned with the selection of
projects for investigation, the choice of personnel and mechanisms for
carrying out these activities, the determination of research budgets,
the measurement of results and similar matters.

9. Financial Policies: These policies include a number of policies that
are related to finance. Some of these policies are as follows:

(i) Policies for the method of raising funds and the ratio between
the various types of sources of funds. How much risk a company
can take? What return does a company expect on the funds
procured?
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(ii) Policies for using the funds and the ratio between different types
of assets of the organization.

(iii) The credit policy and the distribution policy towards customers.

(iv)  The dividend policy, i.e., how much dividends are to be declared
out of the profit earned.

(v)  Provision for working capital requirements and other matters of
this type.

10. Costing Policies: These policies include the policy for selecting the
method for costing, allocating, apportioning, re-apportioning and
absorbing overheads.

11. Accounting Policies: Following are the aspects covered in this policy:

(i) The basis of valuation of stock of the finished goods. It is a
matter of policy whether the finished goods are valued at total
cost or at direct cost or at work cost.

(ii) The issue price of raw materials whether to follow in First in
Last Out (FILO) or Last in First Out (LIFO) or average cost or
any other method of pricing.

(iii) Depreciation policy, i.e., which method of depreciation be
followed.

(iv) The treatment of late revenue expenditure, intangible assets,
fictitious assets and preliminary expenses.

(v)  Capitalisation of expenditure during construction period.

(vi)  Provision of doubtful debts, investment losses.

12. Marketing Policy: Here, a number of policies for market analysis,
business law, display and salesmanship are followed.

13. Promotion Policies: The objectives of these policies are as follows:

(i) To fully utilise the managerial resources of the organization.

(ii) To provide a fair opportunity to all for advancement and
promotion.

(iii) To base the promotion on merit and not merely seniority.

In order to achieve the above objectives, the following policy
guidelines can be laid down:

(a) Promotions of employees of an organization will be based
on merit. A vacancy can be filled by promotion where the
concerned individual fulfils the requirements of the job, in
terms of education, professional qualifications, experience,
knowledge of the job, background, personality and personal
qualities. Factors like age, health and morale or other
aspirants will be considered for the employees.
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(b) The Board of Directors appoints all the senior management
levels through recruitment, promotion or rotation. The other
hand, give meaning to objectives, clarify the intents of top
management and express its aims in more specific terms.

(iv) Objectives are often considered as official goals that remain on
paper. In contrast to this, policies indicate the real objective of
the organization and reflect its true character.

(v) Objectives are the goals that need to be achieved, but policies
clarify the perspectives of managers for handling the managerial
problems in a disciplined manner.

4. Rules and Methods

Rules and Methods are standing plans in a formal organization along with policies
and procedures. They are meant for repeated references, ready guidance and
strict adherence by employees in their working environment.

Meaning of Rule

Rules are the directive statements about what should or should not be done in
specific situations. A rule is definite as well as rigid. It allows no deviation or
discretion to subordinates. Generally, the violation of rules carries a penalty. Some
examples of the rules are: (i) Employees are to retire once they attain the age of 58
years (ii) Smoking is prohibited inside the factory (iii) Officers are not entitled for
over-time allowance (iv) All purchases are to be made only through tenders.

Difference between Rules and Procedures

A rule is generally confused with a policy because both provide guidelines for
action; however, there is a difference between these two. Following are the
differences between rules and procedures:

Procedures are operational guides for an organization whereas rules are
laws that allow no liberty or leniency. For example, a rule like ‘No Smoking’ is
applicable to each and every person working in the prohibited area. Even the chief
executive is bound by such a rule.

A procedure may be looked upon as a sequence of rules; however, a rule
may or may not be a part of a procedure. For example, ‘Smoking is prohibited’,
this rule is not related to any procedure, but if somebody violates it, he may be
penalised according to a certain set of procedures. Rule does not define a time for
an action whereas procedure does so.

Meaning of Method: A ‘Method’ is a formal and standard way of
completing the routine jobs. Methods are designed to maintain running operations
on planned and desired line. These operations then work as a uniform rule to
guide and control operations and performance.

Difference between Methods and Rules

Following are the main differences between methods and rules:

(i) Methods are designed for efficient and consistent performance of tasks.
They link inputs and outputs in operational situations. Rules, on the other
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hand are directive norms that state what must be done and must not be
done. Rules have very little to do with the efficiency of performance.

(ii) Standardization of methods also calls for standardization of the related
working conditions within which tasks are performed. In case of rules, no
such standardization of conditions is needed.

(iii) Formulation of methods is not a simple or routine task. Much research and
analysis goes into formulation of methods. But rules are formulated by
management on the basis of its common sense, applicable legal requirements
and judgment in the light of personal values and corporate objectives.

(iv) In general, violation of or deviation from methods does not make an
employee liable for penalty whereas the violation of rules is viewed seriously
by management and some penalty is attached to such lapses.

(v) Rules are often regarded as official, formal, and authoritative. They are also
associated with control, order, coercion and conformism. Methods are
generally free from such associations. They are more viewed as scientific,
objective, rational and logical means of ensuring standardization,
simplification and systematisation of work. Rules are ‘enforced’ by
management whereas there is little or absolutely no degree of enforcement
in case of methods.

(vi) Methods relate to physical and other tasks and define the way that how
these should be performed. Rules relate to individuals and groups and define
the way how they have to behave in particular situations.

5. Strategies

Strategies form an integrated part of any plan that is designed to achieve mission
and objectives of an organization. A strategy is a comprehensive plan created for
bringing the organization from the current position to the desired position in future.
In words of Edmund P. Learned ‘Strategy is the pattern of objectives, purposes
or goals and major policies and plans for achieving these goals, stated in such a
way as to define what business the company is in or is to be and the kind of
company it is or is to be.’

Haynes and Massier have defined strategy as ‘the planning for unpredictable
contingencies about which fragmentary information is available.’ According to C.
T. Hardwick and B.F. Landuyt, ‘The word strategy is used to signify the general
concept and salient aspect of gamesmanship as an administrative course designed
to bring success.’ Strategies are also designed for the external forces like trusts,
unions and government operating in an organization. For example, if the
management anticipates an economic recession, it may decide upon a strategy of
reduced stocks, fewer staff, reduced expenses, etc. According to force Haimann,
‘Strategy is an interpretative policy. It is a policy that has been formulated by the
top management for the purpose of interpreting and shaping the meaning of other
policies.’
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Characteristics of a Strategy: Following are the characteristics of a
strategy:

(i) A strategy is a complete and integrated plan for allocating limited
organizational resources.

(ii) A strategy is designed to improve the organization’s relationship with
its environment.

(iii) A strategy refers to an action performed to meet a particular challenge,
to solve particular problems or to achieve a desired objective.

(iv) A strategy is a standing plan.

(v) It is a means of coping with or managing the events and changes in the
external environment.

(vi) It is formulated at the top management level, but involves people at all
levels in its implementation.

(vii) It involves assumption of certain calculated risks.

(viii) It is action-oriented and more specific than objectives.

Difference between Strategy and Policy

Policy is a guide to the thinking and action of those who take decisions, while
strategy relates to the direction in which human and physical resources are to be
used to maximise the performance for achieving a selected mission in the face of
competition and other hurdles. Secondly, policy is a contingent decision, whereas
strategy is a rule for taking decisions. Thirdly, the implementation of a policy can
be delegated downward in an organization whereas the strategy cannot, since it
requires a last-minute executive decision.

Strategy Formulation: A perfect strategy can be built only on the basis of
perfect knowledge about the plans of management in the organization. This may
be done if the management keeps itself in the position of its rival and then tries to
estimate their plans. There are three phases in strategy formation. They are as
follows:

(i) Determination of objectives.

(ii) Ascertaining the specific areas of strengths and weaknesses in the
total environment.

(iii) Preparing the action plan to achieve the objectives in the light of
environmental forces.

Following are the features of right strategic decisions:

(i) It should be appropriate in the light of available resources.

(ii)  It should be workable.

(iii) It should involve acceptable risks.

(iv)  The timing of the action plan should be appropriate.

(v) The action plan should be based on reliable anticipations of future
trends and conditions.
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(vi) There should be a perfect co-ordination between objectives and
strategies.

(vii) Strategies should fulfil ethical and social responsibilities.

Appropriateness of a Business Strategy and its Evaluation

Since a business strategy is a realistic plan of action to achieve desired goals.
Seymour Tiles offers six criteria for evaluating the appropriateness of a business
strategy:

 Internal consistency: The strategy of an organization should be consistent
with the goals, policies and plans of other strategies. Strategies in different
area of business should be integrated. Implementation of a strategy becomes
difficult with the lack of consistency.

 Consistency with the environment: A strategy should be consistent with
the external environment of the organization. It should be designed to include
both static and dynamic aspects. In a static sense, it implies judging the
strategy with its suitability to the existing environment. In a dynamic sense,
it implies judging the efficacy of strategy with the changing environment.
The strategy selected should enhance the confidence and capability of an
organization to manage and adapt with or gain command over the
environmental forces.

 Appropriate available resources: A strategy needs a realistic assessment
of the resources of an organization. The main resources include men, money
and materials. The resources of an organization also include the skills of
management and other manpower, command over sources of scarce raw
materials, production facilities, technology, marketing capabilities, and image.
It is advisable that the individual enterprise formulates its strategy within the
limitations imposed by its resources. The objective is to make maximum
utilisation of the existing resources.

 Acceptable degree of risk: Any major strategy carries certain elements
of risk and uncertainty. It covers a relatively longer future horizon and
therefore, seeks to cope even with complex environment. The amount of
risk inbuilt in a strategy should be within the manageable capability of the
organization. Resources should not be assigned permanently, nor should
they be concentrated on a single project.

 Appropriate time horizon: Time is an important part of any strategy. In
selecting an appropriate time horizon, the organization must pay careful
attention to the achieved goals. The time span of the strategy should be
sufficient for the allocation of resources.

 Workability: The strategy should have enough degree of workability. It
must be feasible and should produce desired results within the constraints
and parameters known to the management. It must be realistic and relatively
simple and clear at the interpretation and implementation level.
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Check Your Progress

9. What is the basic purpose of planning?

10. Mention any two limitations of planning.

11. What is strategic planning?

12. State any two features of a sound policy.

1.7 MANAGERIAL ROLES

Another approach to study management is to examine the roles that managers are
expected to perform. These roles can be defined as the organized sets of behaviours
identified with the position. These roles were developed by Henry Mintzberg in
the late 1960s after a careful study of executives at work. All these roles in one
form or another deal with people and their interpersonal relationships. These ten
managerial roles are divided into three categories. The first category of interpersonal
roles arises directly from the manager’s position and the formal authority bestowed
upon him. The second category of informational roles is played as a direct result of
interpersonal roles and these two categories lead to the third category of decisional
roles. Figure 1.6 shows the managerial roles.

1.7.1 Tasks and Responsibilities of a Professional
Manager

Effective managers are visionaries who create clear pictures of direction, explain
the most effective route, and express individual and collective requirements to the
team. The various roles performed by managers are now explained in more detail.

1. Interpersonal Roles

Managers spend a considerable amount of time in interacting with other people
both within their own organizations as well as outside. These people include peers,
subordinates, superiors, suppliers, customers, government officials and community
leaders. All these interactions require an understanding of interpersonal relations.
Studies show that interacting with people takes up nearly 80% of a manager’s
time. These interactions involve the following three major interpersonal roles:

 Figurehead: Managers act as symbolic figureheads performing social or
legal obligations. These duties include greeting visitors, signing legal
documents, taking important customers to lunch, attending a subordinate’s
wedding or speaking at functions in schools and churches. All these, primarily,
are duties of a ceremonial nature but are important for the smooth functioning
of the organization.

 Leader: The influence of the manager is most clearly seen in his role as a
leader of the unit or organization. Since he is responsible for the activities of
his subordinates, he must lead and coordinate their activities in meeting
task-related goals and he must motivate them to perform better. He must
be an exemplary leader so that his subordinates follow his directions and
guidelines with respect and dedication.
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 Liaison: In addition to their constant contact with their own subordinates,
peers and superiors, the managers must maintain a network of outside
contacts in order to assess the external environment of competition, social
changes or changes in governmental rules, regulations and laws. In this role,
the managers build up their own external information system. In addition,
they develop networks of mutual obligations with other managers in the
organization. They also form alliances to win support for their proposals or
decisions. The liaison with external sources of information can be developed
by attending meetings and professional conferences, by personal phone
calls, trade journals and by informal personal contacts within outside
agencies.

FORMAL POSITIONAL AUTHORITY

Interpersonal roles
Figurehead
Leadership
Liaison

Informational roles
Monitor
Disseminator
Spokesperson

Decisional roles  
Enterpreneur  
Conflict -handler  
Resource allocator  
Negotiator  

















Fig. 1.6 Various Managerial Roles

2. Informational Roles

By virtue of his interpersonal contacts, a manager emerges as a source of information
about a variety of issues concerning the organization. In this capacity of information
processing, a manager executes the following three roles:

 Monitor: The managers are constantly monitoring and scanning their
environment, both internal and external, collecting and studying information
regarding their organization and the outside environment affecting their
organization. This can be done by reading reports and periodicals, by asking
their liaison contacts and through gossip, hearsay and speculation.

 Disseminator of information: The managers must transmit their information
regarding changes in policies or other matters to their subordinates, their
peers and to other members of the organization. This can be done through
memorandums, phone calls, individual meetings and group meetings.

 Spokesperson: A manager has to be a spokesman for his unit and he
represents his unit in either sending relevant information to people outside
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his unit or making some demands on behalf of his unit. This may be in the
form of the president of the company making a speech to a lobby on behalf
of an organizational cause or an engineer suggesting a product modification
to a supplier.

3. Decisional roles

On the basis of the environmental information received, a manager must make
decisions and solve organizational problems. In that respect, a manager plays four
important roles.

 Entrepreneur: As entrepreneurs, managers are continuously involved in
improving their units and facing the dynamic technological challenges. They
are constantly on the lookout for new ideas for product improvement or
products addition. They initiate feasibility studies, arrange for capital for
new products if necessary, and ask for suggestions from the employees for
ways to improve the organization. This can be achieved through suggestion
boxes, holding strategy meetings with project managers and R & D
personnel.

 Conflict handler: The managers are constantly involved as arbitrators in
solving differences among the subordinates or the employee’s conflicts with
the central management. These conflicts may arise due to demands for higher
pay or other benefits or these conflicts may involve outside forces such as
vendors increasing their prices, a major customer going bankrupt or
unwanted visits by governmental inspectors. Managers must anticipate such
problems and take preventive action if possible or take corrective action
once the problems have arisen. These problems may also involve labour
disputes, customer complaints, employee grievances, machine breakdowns,
cash flow shortages and interpersonal conflicts.

 Resource allocator: The third decisional role of a manager is that of a
resource allocator. The managers establish priorities among various projects
or programs and make budgetary allocations to the different activities of the
organization based upon these priorities. They assign personnel to jobs,
they allocate their own time to different activities and they allocate funds for
new equipment, advertising and pay raises.

 Negotiator: The managers represent their units or organizations in negotiating
deals and agreements within and outside of the organization. They negotiate
contracts with the unions. Sale managers may negotiate prices with prime
customers. Purchasing managers may negotiate prices with vendors.

Who are Effective Managers?

 All the ten roles mentioned above are important in a manager’s job and are
interrelated even through some roles may be more influential than others, depending
upon the managerial position. For example, sales managers may give more
importance to interpersonal roles while the production managers may give more
importance to decisional roles. The ability to recognize the appropriate role to
play in each situation and the flexibility to change roles readily when necessary, are
characteristics of effective managers. Most often, however, the managerial
effectiveness is determined by how well the decisional roles are performed.
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1.8 MANAGERIAL SKILLS

A skill is an acquired and learned ability to translate knowledge into performance.
It is the competency that allows for performance to be superior in the field in
which the worker has the required skill. All managers need to possess technical,
interpersonal, conceptual, diagnostic, communicational and political skills. While
technical and diagnostic skills refer to the knowledge and ability of understanding
the processes involved and scientifically analyzing problems and opportunities, all
other skills deal with people in one form or the other. These human skills are the
most important assets of any successful manager.

 It is the manager’s job to achieve the organizational objectives through the
proper utilization of its human and material resources. However, since the material
resources of equipment, capital, facilities, information and so on can only be used
by humans, the human resources are the most valuable assets of any organization.
Accordingly, a manager must be highly skilled in the art of optimally utilizing the
human resources. This art is universal in nature. In every walk of life, human skills
are necessary for success. These various skills are briefly explained as follows:

Technical skills

These skills basically involve the use of knowledge, methods and techniques in
performing a job effectively. This is a specialized knowledge and expertise which
is utilized in dealing with day-to-day problems and activities. For example,
engineers, accountants, computer programmers and systems analysts, all have
technical skills in their areas and these skills are acquired through education and
training. This skill is highly necessary at the lower level of management and as one
moves to higher levels of management, the relative importance of technical skills
usually diminishes. This is so because unlike first level supervisors, managers at
higher levels have less direct contact with technical operating problems and activities.

Human skills

Human skill is the ability to work with other people in a cooperative manner. It
involves understanding, patience, trust and genuine involvement in interpersonal
relationships. These are interpersonal skills and are necessary at all levels of
management. People with good interactory human skills build trust and cooperation
as they motivate and lead and thus become successful managers. This skill is
gaining more importance as the work place is becoming more and more ethnically
diversified and the manager has to be aware and become adaptive to cultural
differences. Furthermore, since the businesses are more and more becoming
multinational and global, managers are required to learn new ways of dealing with
people in different countries with different cultures and value systems.

Check Your Progress

13. How does a manager act as a disseminator of information?

14. What are the skills that should be acquired by a manager?
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1.9 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Folk management is also known as indigenous management, community-
based management, and bottom-up management. It is a form of co-
management where the local stakeholders participate in the different functions
of management such as planning, research and development, management
and policy making for the whole community.

2. Development management involves experimentation and research of
production techniques, markets etc.

3. Leadership can be defined as the art of influencing and inspiring subordinates
to perform their duties willingly, competently and enthusiastically to achieve
the desired organizational goals.

4. The main contributors of this approach are Earnest Dale, Mooney and Raliey,
Urwick and many other management practitioners and associations like the
American Management Association.

5. There are seven Ms in business: men, materials, money, machines, methods,
markets and management.

6. In the modern society, management provides stability by changing and
modifying the resources in accordance with the changing environment of
the society.

7. The internal factors that affect planning are limited growth opportunities due
to saturation requiring diversification, changing patterns of work force, more
complex organizational structures, decentralization, etc.

8. Staffing is the function of hiring and retaining a suitable work-force for the
enterprise both at managerial as well as non-managerial levels. It involves
the process of recruiting, training, developing, compensating and evaluating
employees, and maintaining this workforce with proper incentives and
motivations.

9. The basic purpose of planning is to reduce the risk of uncertainties and to
initiate a coordinated effort within the organization for the purpose of
organizational success.

10. The limitations of planning are as follows:
(i) Rigidity: In many instances advance planning may lead to the

administration becoming inflexible.
(ii) Misdirected Planning: Planning rests on anticipating events. Success

and failure are all dependent on forecasting correctly.

11. Strategic planning is the process of determining overall objectives of the
organization and the policies and strategies adopted to achieve those
objectives. It is a process by which an organization makes decisions and
takes actions that affect its long-term performance.
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12. Given below are the features of a sound policy:

 The policy should contribute towards the achievement of organizational
objectives.

 The policy is formulated with the help of various steps in the decision-
making process.

13. The managers must transmit information regarding changes in policies or
other matters to their subordinates, their peers and to other members of the
organization. This can be done through memorandums, phone calls, individual
meetings and group meetings.

14. All managers need to possess technical, interpersonal, conceptual, diagnostic,
communicational and political skills.

1.10 SUMMARY

 Management, as a system, is not only an essential element of an organized
society but also an integral part of life when we talk about managing our
lives. A manager’s job is highly crucial to the success of any organization.
The more complex the organization, the more crucial the manager’s role in
it is.

 Van Fleet and Peterson define management, ‘as a set of activities directed
at the efficient and effective utilization of resources in the pursuit of one or
more goals.’ Kreitner considers management as a problem-solving process.
He noted: ‘Management is a problem solving process of effectively achieving
organizational objectives through the efficient use of scarce resources in a
changing environment.’

 Management has evolved and changed considerably over a period of time.
The Industrial Revolution changed the entire behaviour of the civilized world.
Adam Smith is known to have established the management principles in the
area of division of labour and specialization in 1776. Eli Whitney in 1800
introduced the idea of interchangeability of parts which led to standardization
of parts resulting in mass production.

 Leadership can be defined as the art of influencing and inspiring subordinates
to perform their duties willingly, competently and enthusiastically to achieve
the desired organizational goals.

 The development of a systematic management thought can be attributed to
the 20th century. The first stage of management identified in the United
States was scientific management, which was started by Taylor.

 The initial impetus in the scientific management movement was Taylor. He
was more concerned with the engineering aspect and the problems of workers
and productivity-oriented wages. Then came Henri Fayol, who is known
as the father of the modern operation management theory. Taylor and Fayol
both realized that working towards personnel management at all levels was
the key to industrial success.
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 The major schools of management theory are as follows:

o Management process school

o Empirical school

o Human behaviours or human relations school

o Social school

o Decisions theory school

o Mathematical or quantitative management school

o Systems management school

o Contingency school

 Management is an essential component of all social organizations and is to
be found everywhere as a distinct, separate and dominant activity.

 There are seven Ms in business: men, materials, money, machines, methods,
markets and management.

 There are basically five primary functions of management. These are as
follows:

o Planning

o Organizing

o Staffing

o Directing

o Controlling

 Planning is a decision-making activity involving the process of ascertaining
objectives and deciding activities that are needed to attain these objectives.
In planning, managers assess the future, determine the goals of the
organization, and develop the overall strategies to achieve these goals.

 The basic purpose of planning is to reduce the risk of uncertainties and to
initiate a coordinated effort within the organization for the purpose of
organizational success. It also involves the process of preparing for change
and the dynamics of the environment.

 Organization plans are usually divided into two types, namely standing plans
and single-use plans. Standing plans are those which remain roughly the
same for long periods of time and are used in organizational situations that
occur repeatedly. The most common kinds of standing plans are policies,
procedures and rules. Single-use plans focus on relatively unique situations
within the organization and may be required to be used only once. These
plans can be subdivided into programmes and budgets.

 There are basically three levels of planning associated with the different
managerial levels. These are strategic planning, tactical planning, operational
planning and contingency planning.
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 Planning is done by management in order to carry out the different business
activities effectively. The entire planning activity comprises of several
elements. These include objectives, mission, policies, procedures, rule and
method and strategies.

 Another approach to study management is to examine the roles that managers
are expected to perform. These roles can be defined as the organized sets
of behaviours identified with the position. All these roles in one form or
another deal with people and their interpersonal relationships. These ten
managerial roles are divided into three categories. The first category of
interpersonal roles arises directly from the manager’s position and the formal
authority bestowed upon him. The second category of informational roles is
played as a direct result of interpersonal roles and these two categories
lead to the third category of decisional roles.

 Managers spend a considerable amount of time in interacting with other
people both within their own organizations as well as outside. These people
include peers, subordinates, superiors, suppliers, customers, government
officials and community leaders. All these interactions require an
understanding of interpersonal relations.

 By virtue of his interpersonal contacts, a manager emerges as a source of
information about a variety of issues concerning the organization. In this
capacity of information processing, a manager executes the role of a monitor,
disseminator of information, and spokesperson.

 On the basis of the environmental information received, a manager must
make decisions and solve organizational problems. In that respect, a manager
plays the role of entrepreneur, conflict handler, resource allocator, and
negotiator.

 All managers need to possess technical, interpersonal, conceptual, diagnostic,
communicational and political skills. While technical and diagnostic skills
refer to the knowledge and ability of understanding the processes involved
and scientifically analyzing problems and opportunities, all other skills deal
with people in one form or the other. These human skills are the most
important assets of any successful manager.

1.11 KEY TERMS

 Planning: It is the continuous process of making present entrepreneurial
decisions systematically and with best possible knowledge of their futurity,
organizing systematically the efforts needed to carry out these decisions
and measuring the results of these decisions against the expectation through
organized, systematic feedback.

 Programme: It is a single-use plan designed to carry out a special project,
to solve a problem or achieve a group of related goals.

 Budget: It is a single-use programme which is a financial plan that covers a
specified period of time.
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1.12 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. Define management.

2. Briefly mention the scope of management activities.

3. Write a short note on the Human Relations Approach.

4. What are the six P’s of planning?

5. Differentiate between policies and objectives.

6. Mention the differences between rules and methods.

7. Define strategy.

8. Briefly mention the required skills of a manager.

Long-Answer Questions

1. Discuss the nature of management.

2. Examine the various approaches to the study of management.

3. Explain the five functions of management.

4. Analyse the advantages and disadvantages of planning.

5. Examine the various levels in planning.

6. Discuss the various managerial roles.
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2.0 INTRODUCTION

Decision making is an important function of management as it lies at the core of all
managerial functions such as planning, organizing, directing and controlling. It
involves certain steps that assures the selection of optimal decision. According to
Stephen P. Robbins, organizational structure defines ‘how job tasks are formally
divided, grouped and coordinated’. In order to achieve the objectives, group
effort is put in. Ethical managers not only provide support to the people but also
recognize their accomplishments. This unit will delve into the decision making
process and models. The concept of motivation, leadership and communication
have also been explained.

2.1 OBJECTIVES

After going through this unit, you will be able to:

 Understand the decision making process
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 Discuss the concept of management by Objectives

 Examine the organizational structure

 Explain the concept of motivation and leadership styles

 Discuss the importance, advantages and limitations of group decision making

 Understand the importance of communication and delegation

2.2 DYNAMICS OF DECISION MAKING:
ORGANIZATIONAL CONTEXT,
IMPORTANCE, MODELS, TECHNIQUES
AND PROCESSES

Decision making and problem solving is a core function of management because it
is an integral part of all other managerial functions such as planning, organizing,
directing and controlling. It is also on integral part of life because life cannot be
managed without making decisions. We are always faced with situations where
we have to make choices almost every day of our lives and making a choice out of
many constitutes a decision. This decision may be a simple one such as choosing
clothes to wear, selecting food from a menu or deciding general activities for the
day or it may be a major decision such as changing a job or purchasing a house.

Rational decision making and problem solving may be used interchangeably
since a problem has to exist and a decision is made to solve such a problem.
While most decisions indeed involve a problem, some decisions are comparatively
routine and may not involve a problem. For example, decisions as to what to wear
or which movie to see or whether to stay or go swimming are routine decisions
and simple choices among available alternatives requiring common sense and simple
qualitative judgement. Problem solving on the other hand is a much more vigorous
process which requires rational inquiry based upon unemotional reasoning requiring
identifying the problem, generating feasible solutions for it, choosing the best solution
from utility point of view and then applying this solution to see if it works efficiently
and effectively. In general, while decision making results in a choice from many
alternative courses of action, the problem solving results in resolving the disparities
between the desired performance and the performance that is actually obtained.

Decision making really is a complex mental exercise. Some of the decisions
we make are highly significant with highly important consequences. The more
significant decisions very often need the exercise of considerable analytical
judgement and the quality of such judgement is the backbone of successful decisions.
These judgements must eliminate the root causes of the problems that have
necessitated such decisions. Ineffective decisions attack only the symptoms and
are only cosmetic in nature. They may solve the problem on the surface or on a
short run basis, but in order to find a lasting solution, the problem must be attacked
at its roots.

As we all face the future, its unpredictability brings to us certain situations
which are unexpected and hence problematic in nature. As we grow older and
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share added responsibilities, we develop certain characteristics which give us some
intuitional senses which help us solve some of these problems and we also learn
some techniques and methodologies through the acquisition of knowledge and
skills which assist us in solving certain types of problems. These problems which
require decisions exist at personal level, organizational level and at societal level.

Individuals must make major decisions regarding their careers, their
marriage and family and other decisions which have far reaching personal
implications. The organizational decisions involve problems relating to investments,
products, marketing, the location of production or service facilities, dealing with
personnel problems, and contributions towards community welfare and so on.
Societies, in general, have many problems that affect their very survival such as
crime, energy shortages, depletion of finite resources, health services, employment,
political conflicts among nations and so on.

All these problems have to be faced and solved. No person can avoid
problems and ignoring a problem is never a solution. As Thomas J. Watson Jr put
it:

‘I never varied from the managerial rule that the worst possible thing
we could do would be to lie dead in the water with any problem.
Solve it, solve it quickly, solve it right or wrong. If you solved it
wrong, it would come back and slap you on the face and then you
could solve it right. Doing nothing is a comfortable alternative because
it is without immediate risk, but it is an absolutely fatal way to manage
a business.’

From organizational point of view, the decision making process is such an
integral and important part of management that some management thinkers propose
that management is simply a decision making process. They call it the ‘decision
theory school of management’. The basic emphasis of this school is not on people
or environmental variables influencing the management behaviour but on the process
of decision making and the theory that all management thought can be built around
it. According to Simon:

A theory of administration should be concerned with the process of
decision as well as with the process of action. Even if the decision
making is not the only skill required for effective management, it
cannot be denied that in fact it is an essential and highly important
skill. This skill is actively utilized in all other functions of management
such as planning, organizing, directing and controlling. Hence, decision
making is widely acknowledged as the center of executive activity in
business and industry and is considered as the major criterion for the
evaluation of an executive’s administrative performance.

Defining a Problem

Since, a problem must exist in order to make a decision in solving it, we must
know what the problem is so that we can identify it when it shows up. Being aware
of the problem is the first pre-requisite for finding a solution. The Webster’s
Dictionary defines a problem as, ‘a question raised for inquiry, consideration or
solution.’ While this definition is not complete or self-explanatory in itself, a problem
seems to exist when the symptoms of the outcome of an activity do not seem to be



Organizing and
Decision Making

NOTES

Self - Learning
62 Material

conforming with the expected outcome of the same activity as planned. For example,
if you are going to your office in the car and on the way, you get a flat tire, then you
have a problem since you did not expect this to happen. Similarly, if someone
becomes ill, then this is a deviation from the norm of healthy living and this would
constitute a problem and the sick person would seek a solution to the problem by
going to the doctor.

The Structure of Problems

According to Harvey G. Brightman, the problems may be of the following types:

1. Ill-structured versus well-structured problems: The ill-structured
problems are unique, unpredicted and unprecedented situations. These
problems are ambiguous and poorly understood and defy any cut-and-dry
solution. These are generally ‘one-shot’ occurrences for which standard
responses are not available and hence require a creative process of problem
solving which is specifically tailored to meet the requirements of the situation
at hand. Such problems may involve closing of a plant, buying or merging
into new company, starting a new business and so on. Because the ill-
structured problems do not have well-structured solutions, such solutions
generally rely upon skill, intuition, creativity, experience and considered
judgement and carry with them consequences of diverse ramifications. These
problems are generally faced by top level management because their
environment is complex and is involved with high level policy decision.

Well-structured problems, on the other hand, are clearly defined, routine,
repetitive and respond to standardized responses. They are familiar, complete
and easily defined and analysed. These problems are generally faced by
lower level and middle level managers who have, at their disposal a set of
rules, policies and procedures that can be used to solve these problems so
that such problems do not have to be referred to superiors for solutions.
For example, if a professor cuts too many classes, the chairperson of the
department can use the prescribed rules to discipline him and the issue
does not have to be referred to the president of the college. Similarly, it you
buy some merchandise and it turns out to be defective, you can take it back
for a refund and for the management of the company, this problem of making
refunds for defective merchandise is a well-structured one because the
management has already established a set of rules and procedures to deal
with such a situation.

2. Operating level versus strategic level problems: Operating level
problems are generally well structured problems encountered by the
organization on a daily routine basis. For example, a newspaper shop owner
has the problem of reordering the newspapers and magazines every day
and he knows when to order and how much to order. Similarly, daily or
weekly production levels, inventory levels or sales levels are set and known
and standard solutions exist to solve any problems in these areas when they
arise. These situations are not new or unique and do not involve any changes
in organizational policies or procedures.
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On the other hand, strategic level problems are unique and demand high
level management attention. These problems may involve changes in policies
and are important in terms of actions taken or resources committed. While
operating level problems do not affect the survival of the organization,
strategic level problems do. Sometimes, if the operating level problems are
left unattended, they may become strategic level problems. For example, if
no action is taken against a professor who habitually cuts classes, this may
affect other professors thus making it a morale problem for the college,
which then would be considered a strategic level problem.

3. Crisis versus opportunity problems: The crisis problems develop
suddenly and are totally unexpected at a given time. These may develop
within the general framework of expectations so that the management has
some types of preparations to handle these crisis situations. For example, a
forest fire will create a crisis problem but the government and the community
is generally prepared to fight the forest fire. Similarly, a major strike at the
plant may not have been expected, but the management generally has made
provisions to handle the situation.

Solving crisis problems is reactive in nature and requires reacting quickly
and aggressively to solve the problem. It may be achieved through task
forces which may try to mould crisis situations into well-known problems
for which the solutions are known to exist.

The opportunity problems are more of challenges which must be exploited
for the betterment of the organization, rather than actual problems as per
their strict definition, For example, if an opportunity to merge with another
company arises which could be highly beneficial to a given organization,
then such organization may not recognize the potential and may miss the
opportunity, thus making the decision of not merging, a failure. Similarly, a
slightly increased rate of employee absenteeism may mean some deeper
organizational internal environmental problem and if the management does
not recognize this opportunity to deal with the problem, this missed opportunity
may blow up into a crisis. Both the crisis problems as well as the opportunity
problems are handled by the central management.

The Problem Pointers

First of all, how do we determine that there is a problem? Even if we know that
there is a problem, how do we determine the extent and the seriousness of the
problem? According to Miller and Starr, there are certain characteristics that are
attributes of problems. One of the major characteristics of the problem is the
existence of deviation between what was expected under a given set of conditions
and what actually happened.

Before solutions can be found, the problems must be thoroughly and correctly
diagnosed and the decisions concerning solutions to the problems must deal with
underlying factors rather than surface symptoms. For example, a doctor prescribing
a medicine for a headache as a symptom without looking into the root cause of it,
will only provide a temporary relief and not really ‘solve’ the problem, Accordingly,
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in properly defining a problem, we must ask some critical questions relating to it.
Some of these critical questions may be:

 What type of problem is it?

 How large is the deviation from the norm?

 How quickly has this deviation been observed?

 What are the critical factors relating to the problem?

 Why do we want to solve this problem and when?

 Would the cost of solving the problem be justified?

 Who should solve the problem and what particular method be chosen
to solve the problem?

These initial questions would indicate the extent of the problem so that we
can become fully aware of it and grasp its significance.

It is very important that the problem be diagnosed as early and correctly as
possible. For example, cancer, when detected in earlier stages, may be cured, but
in advanced stages it can be fatal. The early awareness of the problem is the first
pre-requisite for dealing with it. However, sometimes we may not even know that
there is a problem when in fact it exists until it is too late when we find out. Colon
cancer, for example, does not have obvious symptoms for early detection so that
the patient may not even know that he has it until in its advanced stage. At other
times, we may be aware of the problem but may not consider it serious enough to
find a solution until it becomes a crisis. Some problems may hit us when their
severity can no longer be ignored. For example, too many lives lost in car collisions
may require legislation about seat belts in cars in order to solve the problem of
death and injury in car accidents. Similarly, the destruction brought about by
typhoons and hurricanes may indicate the problem of inadequate early warning
systems.

Another problem pointer is a built-in signal in the process of operations so
that whenever there is a deviation from expected outcome, it gives out a signal.
For example, the Internal Revenue Service computer will create and send a signal
to alert an administrator if some tax deductions are excessive in a given tax form
so that some action can be taken. Similarly, our organizational accounting system
can be set up in such a manner that any changes in the cash flow or demand,
increase in the cost per unit produced, excessive and delayed state of accounts
receivables, excessive inventories at hand and so on will attract the manager’s
attention quickly for appropriate action.

Some problems are pointed out by third parties such as a user of a product
or a consumer representative group. The problem of toxic wastes almost became
a crisis when various consumer groups started pointing out the problem of the
community health to the government agencies. Poloroid instant camera came into
existence because of a ‘consumer complaint’, when the consumer happened to
be the daughter of the instant camera inventor, who wanted to look at the pictures
taken right away. Thus, if a product is faulty, it can be brought to the attention of
the manufacturer. The Federal Safety Commission and Food and Drug
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Administration in America test products to see if they conform to prescribed
standards. If they do not, then there is a problem for which the solution must be
found.

There are some problems that come to surface due to sheer idle curiosity.
The problem may not be a real one but may be considered a problem if solving it
leads to better outcomes. Such a problem is not really the deviation between what
is actually happening and what is expected, but a deviation between what is actually
happening and what is actually achievable. For example, when Fredrick Taylor
applied scientific methods to production, the productivity improved tremendously
so that there was really no problem in production except that the situation was
made into a problem by asking, ‘can we do it better?’ Based upon this premise,
some organizations are continuously involved in finding problems with existing
methods in order to improve upon them.

In general, a problem exists whenever there is a difference between an
actual situation and the desired situation. For example, if the total number of incoming
students into a college suddenly goes down than what was expected, then this
would pose a problem requiring administrative attention and solution.

Factors Affecting Decision Making

Some of the factors and personal characteristics that have an impact on the decision
maker are described below. Some factors are more important at higher levels of
management and others are more important at lower levels.

 Programmed versus non-programmed decisions: Programmed
decisions are made in predictable circumstances and managers have clear
parameters and criteria. Problems are well-structured and alternatives are
well defined. The problems are solved and decision implemented through
established policy directives, rules and procedures.

Non-programmed decisions are made in unique circumstances and the results
of such decisions are often unpredictable. Managers face ill-structured
problems. These problems require a custom-made response and are usually
handled by the top management. To start a new business, to merge with
another business or to close a plant are all examples of non-programmed
decisions. For example, when Steven Jobs and Stephen Wozniak introduced
the first Apple microcomputer in 1978, they were not certain about the
market for it. Today, Apple Mclntosh computer is a major competitor to
IBM computers.

 Information inputs: It is very important to have adequate and accurate
information about the situation for decision making, otherwise the quality of
the decision will suffer. It must be recognized, however that an individual
has certain mental constraints which limit the amount of information that he
can adequately handle. Less information is as dangerous as too much
information even though some risk takers and highly authoritative individuals
do make decisions on the basis of comparatively less information than more
conservative decision makers.
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 Prejudice: Prejudice and bias is introduced in our decisions by our
perceptual processes and may cause us to make ineffective decisions. First
of all, perception is highly selective, which means that we only accept what
we want to accept and hence only such type of information filters down to
our senses. Secondly, perception is highly subjective, meaning that
information gets distorted in order to be consistent with our pre-established
beliefs, attitudes and values. For example, a preconceived idea that a given
person or an organization is honest or deceptive, good or poor source of
information, late or prompt on delivery and so on, can have a considerable
effect on the objective ability of the decision maker and the quality of the
decision.

 Cognitive constraints: A human brain, which is the source of thinking,
creativity and thus decision making, is limited in capacity in a number of
ways. For example, except in unique circumstances, our memory is short
term with the capacity of only a few ideas, words and symbols. Secondly,
we cannot perform more than limited number of calculations in our heads
which are not enough to compare all the possible alternatives and make a
choice. Finally psychologically, we are always uncomfortable with making
decisions. We are never really sure if our choice of the alternative was
correct and optimal until the impact of the implication of the decision has
been felt. This makes us feel very insecure.

 Attitudes about risk and uncertainty: These attitudes are developed in
a person, partly due to certain personal characteristics and partly due to
organizational characteristics. If the organizational policy is such that it
penalizes losses more than it rewards gains, then the decision maker would
tend to avoid such alternatives that have some chances of failure. Thus, a
manager may avoid a potentially good opportunity if there is a slight chance
of a loss. The personal characteristics of a decision maker regarding his
attitudes towards risk taking affects the success of the decision. The risk
taking attitude is influenced by the following variables.

(a) Intelligence of the decision maker: Higher intelligence generally
results in highly conservative attitudes and highly conservative decision
makers are low risk takers. There are others who are more willing to
take calculated risks if the potential rewards are large and there is
some chance of success.

(b) Expectation of the decision maker: People with high expectations
are generally highly optimistic in nature and are willing to make decisions
even with less information. The decision makers with low expectations
of success will require more and more information to decide upon a
course of action.

(c) Time constraints: As the complexity of the personal habits of the
decision maker and the complexity of the decision variables increase,
so does the time required to make a rational decision. Even though
there are certain individuals who work best under time pressures and
may out-perform others under severe time constraints, most people,
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by and large, require time to gather all the available information for
evaluation purposes. However, most people under time pressure rely
an ‘heuristic approach’, which relies on satisfactory decisions rather
than optimal decisions, thus limiting the search for additional information,
considering few alternatives and few characteristics of alternatives and
focusing on reasons to reject some alternatives. This approach may
also be in use when the cost of gathering information and evaluating all
such information is too high.

 Personal habits: Personal habits of the decision maker, formed through
social environmental influences and personal perceptual processes must be
studied in order to predict his decision making style. Some people stick to
their decisions even when these decisions are not optimal. For example,
Hitler found himself bound by his own decisions. Once he decided to attack
Russia, there was no coming back even when it was realized that the decision
was not the right one. Some people cannot admit that they were wrong and
they continue with their decisions even ignoring such evidence which indicates
that a change is necessary. Some decision makers shift the blame for failure
on outside factors rather than their own mistakes. These personal habits
have great impact on organizational operations and effectiveness.

 Social and cultural influences: The social and group norms exert
considerable influence on the style of the decision maker. Ebert and Mitchell
define a social norm to be ‘an evaluating scale designating an acceptable
latitude and an objectionable latitude for behaviour activity, events, beliefs
or any object of concern to members of a social unit. In other words social
norm is the standard and accepted way of making judgements.’ Similarly,
cultural upbringing and various cultural dimensions have a profound impact
on the decision making style of an individual. For example, in Japanese
organizational system, a decision maker arrives at a decision in consensus
with others. This style is culturally oriented and makes implementation of
the decision much easier since everybody participates in the decision making
process. In America, on the contrary the decision making style is generally
individualistic with the help of decision models and quantitative techniques.

Rational Decision Making

Rational decision making is a process involving several steps that lead managers
towards optimal decisions. It is a systematic and analytical approach which provides
some guidelines as to how a decision should be made. There are ten sequential
steps that can be followed and evaluated with continuous feedback at every step
in order to fully analyse the problem and decide on a solution. These steps are
shown as follows:

These steps are discussed in more detail as follows:

Step (1) Perception of the deviation and defining the problem. The deviation
has been defined as the discrepancy between the desired and actual state of affairs.
The greater this deviation, the more serious the problem is. This deviation must be
perceived as it is and correctly since any solution to a wrong problem would be
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the wrong solution. This deviation could develop either because the performance
slips when the goals remain constant or because the goals change and the
performance remain constant.

Fig. 2.1 Steps to Analyse the Problem and Decide on a Solution

The problem, once isolated must be defined and formulated. A written
problem statement should be developed, describing as specifically as possible the
nature and the extent of the symptoms of the problem and when and where they
occurred and what the underlying causes are thought to be. A written problem
statement is easier to work on and more people can work on the problem at the
same time. Furthermore, a written form provides an excellent form of communication
to all parties concerned.
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The defining of the problem can be objectively established by addressing
relevant questions about the situation. For example, let us assume that the safety
director in an organization has written a memorandum to the president expressing
serious concerns over the increasing number of minor accidents. Some of the
questions that can be raised in assessing the seriousness of the problem are as
follows:

 Is the situation due to change in reporting methods?

 Is it due to the opening of a medical first-aid center nearer the work
place so that each minor accident is being reported which may have not
been reported before because it was not so serious?

 Are only minor accidents increasing in number or is it a trend for all
types of accidents?

 Are the definitions of minor and major accidents in terms of days of
work lost meaningful and do they help clarify the current problem?

 Has there been any recent change in worker morale?

 Has there been a slackening of the safety program?

 Are new employees more prone to accidents?

 Was there any new faster equipment introduced recently that was not
properly understood by the workers resulting in higher risks for
accidents?

The accurate responses to such critical questions can help the decision maker
recognize the reasons for the gap between what is and what should be.

Once the deviation has been recognized, the next stage is to determine how
urgent and important the solution is. Some of the questions raised and considered
in this regard are as follows:

 How urgently the problem must be solved? How expensive is the
problem likely to be if not solved? How expensive is the solution?

 What are the true feelings of the decision maker with reference to the
values, norms, attitudes and past experience?

 Is the problem likely to resolve itself in time, if left alone?

The answers to these questions would determine the extent of involvement
in solving the problem.

Step (2). Collection of relevant data. In order to determine the scope and the
root cause of the problem, some information relevant to the problem must be
collected. This information can be gathered from internal or from external sources,
depending upon whether the external factors are responsible for the problem or
internal factors or both. For example if the problem is general in nature such as the
low morale of employees, then the behavioural aspects of work can be studied
from the books, articles, surveys and published research reports so as to develop
a model or a pattern and then the internal environment within the organization can
be studied with respect to the model or pattern and solutions determined and
applied.
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Some problems are unique to the company itself so that all the data that is
generated is internal and the basic source of this data is the management information
system. For example, if some problem occurs in the space shuttle when it is in
space, then the computers in the control center look for and relate all pertinent
data to find the possible causes of the problem. This may include using the proto-
type shuttle so as to simulate actual condition of the working shuttle to pinpoint the
problem area.

After all this relevant data is collected, it is stored, sorted out and interpreted
so that it is presented to the decision maker in the form of useful information. It is
important that this information be relevant and adequate. Too much information
requires time and effort which is costly. Inadequate information results in less than
optimal decisions. Accordingly the value of the information, both in extent and
quality must be optimally measured relevant to the problem at hand. For example,
if a high level executive is to be hired who would be responsible for high level
decisions then extensive and thorough information about the candidate for the
position is needed because a wrong person for such a key position could be highly
dangerous to the organization. Hence the cost of gathering the information justifies
the value of the information. On the other hand, if only a typist is going to be hired
then simple tests and a routine investigation of her background are enough. More
information about her background has little value and is not worth the costs incurred.
Also, a wrong decision about hiring the typist can easily be corrected and the
typist replaced without any serious consequences to the organization.

Step (3) Diagnosis and analysis of the problem. The collected information in
subjected to a systematic in-depth study. The quality and preciseness of information
could determine the quality of the decision. If information cannot be entirely based
upon facts, then judgements must be made about the degree of certainty and
reliability of the information obtained.

Depending upon the type of problems being faced, the information with
regard to the problem can be classified in four categories for further evaluation.
These are as follows:

(a) Facts: Facts are those parts of information that can be sensed by our
senses and can be related to objective reality as we know. Facts are
considered to be totally accurate information and hence highly reliable
for decision making purposes. For example, if a police officer witnesses
a crime being committed, he can make the decision to arrest the criminal
on the basis of the fact that the actual act of crime was seen and
sensed by the police officer through his sense of sight and his analysis
of this information.

(b) Inference: Inference is deduction about a situation based upon
circumstantial evidence. The stronger the supporting evidence, the
stronger the inference and hence the closer the inference is to facts.
For example, it has been determined that smoking causes cancer.
This determination has been inferred from sample studies of data and
this inference is so strong that it can be considered a fact. Similarly, in
a recent criminal case, a well-known football celebrity, O.J. Simpson
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was arrested on suspicion of murder because one right hand leather
glove was found at Mr. Simpson’s residence and the left hand glove
of the same pair was found at the murder scene giving the strong
inference to the detectives that Mr. Simpson was the suspect.

(c) Speculation: Speculation is subjective in nature and can only be
construed on the basis of certain clues. Speculative conclusions are
not necessarily verifiable. For example, a person may be behaving in
a certain manner and you may not be able to explain in a satisfactory
way the reasons for such a behaviour. However, you may speculate
as to the reasons and these reasons may or may not be the correct
reasons.

(d) Assumptions: These are the least reliable as for as the factual basis
of information is concerned. They are entirely subjective in nature and
are mostly based upon personal lines of reasoning. For example, you
can assume that a person who is habitually late for work has some
family problems. It may or may not be true. It is quite possible that the
person so involved does not get any motivation from the work
environment.

The classification of available information with regard to these four categories
and their degree of reliability is illustrated as follows:

Fig. 2.2 Classification of Information and their Degree of Reliability

Source: James Gatza, Jugoslov Mulitinovich and Glenn Boseman, Decision Making in
Administration W.B. Saunders, 1979. p-9.

Step (4) Finding the root cause of the problem. Finding the very causes of the
problem is the most important aspect of understanding the problem. The process
is highly complex because the actual cause of a complex problem is embedded
into many interdependent variables whose relationships may not be easily
understood. The causes of the problem should not be confused with obvious
symptoms. Symptoms are simply the indications of underlying causes so that the
symptoms should not be construed as causes. For example, a recurrent sore on a
finger may be due to skin cancer and hence the treatment should be for skin
cancer rather than just the sore itself. Similarly, a manager’s problem indicators
are such factors as employee absenteeism, tardiness, negative attitudes, poor quality
work and so on. The causes for these symptoms must be established before a
solution can be found. Some of the symptoms and the potential causes for problem
diagnosis purposes are shown below:
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Fig. 2.3 The Potential Causes for Problem

Source: David H. Holt, Management: Principles and Practices Prentice Hall, 1993. p-146.

Since, finding the root cause is highly essential for the success of a decision,
it is necessary to look at all angles to see if the symptoms fit into any of the known
causes. The causes can be discovered in two ways. Either we can look for the
causes that created the ‘change’ in the situation from what it was before or we can
explain the situation from the ‘ground up’, which means studying the entire state of
affairs in its entirety. The second way to find the cause is more complex. For
example, if an employee suddenly starts drinking heavily and being overly depressed,
it is very difficult to explain the reasons from the ‘ground up’. There may be too
many factors affecting the personality of this employee which may be so inter-
related that it becomes almost impossible to pin-point the exact reasons for such
a behaviour. In such a case, it may be easier to look for the factors that created
such a change in behaviour. For example, it is quite possible that the employee
started drinking because of sudden loss of a loved one.

Step (5) Identification of resources and constraints. Before any efforts are
made to solve the problem, a critical look must be made at the resources available
to be used in the solution as well as any constraints which might make the solution
unfeasible. An example was the launching of two satellites in space from the space
shuttle. These satellites went out of the controlled orbit and must be brought back
to earth to analyse as to what went wrong. National Aeronautics and Space
Administration (NASA) had to decide whether the cost of retrieval of these satellites
was justified, whether the resources were available and whether there were any
financial or technical constraints. NASA decided that the costs were justified and
they had the technical know-how and hence the satellites were retrieved from
space and brought back to earth.

Since, at any given time, there may be more than one problem, these problems
must be prioritized according to the urgency and the resources available and the
problem of the highest priority must get the first attention. The management must
make a list of resources and constraints that are pertinent to a given problem. The
constraints may involve worker attitudes. For example one newspaper almost
went bankrupt because the employees refused to reduce their demand for increase
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in pay. The lack of reconciliation on the part of employees impeded the solution to
the problem of reduced profits and reduced cash flow for the newspaper.

Step (6) Development of criteria for successful solutions. Criteria are
developed so that the alternative solutions for a problem under consideration can
be compared against a set standard. The criteria should be established as early in
the decision making process as possible so that such alternatives that do not
measure up to these criteria can be discarded. This encourages creativity in designing
different courses of action that are feasible in order to select the best one. The
criteria must be consistent with the objective function so that the decision that
meets the criteria will achieve the given objective.

The decision maker uses a number of criteria against which alternatives can
be compared in order to separate the best alternative from other alternatives. The
best alternative would be the one which meets all the established criteria with the
most beneficial results. The major criteria, of course, for any organizational decision
is the maximization of profits, usually on a long term basis.

Krepner and Tregoe have proposed two different types of criteria. There is
a ‘must’ criterion and there is a ‘want’ criterion. The ‘must’ criterion must be
satisfied before any other alternative can be considered. ‘Want’ criterion is desirable
and must be accommodated as much as possible. For example, if I am looking for
a job, then this would constitute a problem for me. Some of the criteria that I could
set for myself would be that I ‘must’ stay in New York and the job ‘must’ be in the
teaching area. I would ‘want’ to have a decent salary and I would prefer a college
in the same general area as my house. The first two criteria must be satisfied. The
last two criteria are desirable but can be foregone.

Step (7) Generation and development of alternatives. The next step in the
decision making process is to generate possible solutions and their consequences
to the organization. All possible solutions should be considered because the most
obvious solution may not be the optimum solution. However, creativity should be
encouraged so that the focus can be shifted to unique solutions. The degree and
depth of creativity would greatly influence the quality of the decisions and
consequently the results of actions that are based upon such decisions. Creativity
must not be locked by personal values or perceptions about the problem. It must
be objective and removed from emotions and cultural taboos that might affect the
outcome of the decision.

Creativity is very important since it assists in developing a variety of
alternatives. A lack of creativity puts constraints on the number of solutions and
hence may evade the best solution. Creativity is especially necessary for unique
problems and those recurring problems for which the used solutions do not
effectively work. Creativity is basically the generation of new and innovative ideas
or using old ideas in a new way from unsuspecting angles. A creative way of
generating alternative solutions is by using the ‘synectics’ approach, suggested by
Barron:

‘Synectics in operation depends heavily on two mechanisms: making
the strange familiar and making the familiar strange. The first of these
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is a search for similarity. When confronted with a new problem, we
ask ourselves whether it is not an old problem, had we but the wit to
see it. Seeing even partial resemblances may lead to the application of
familiar methods in solving the new problem. Making the familiar
strange is a way of shedding preconceptions and perceptual habits.
Innocence of vision, a certain naiveté and ingeniousness characterize
the creative individual. If these qualities can be cultivated, the novelty
of invention and problem solution should be increased.’

The synectic approach encourages the creative individual to think around
the problem rather than attacking it directly and look for minute and novel elements
in the problem or the situation that could create a different angle of approach to
the problem.

In searching for alternatives, some of the resources that can be drawn upon
are as follows:

 The past experience of the decision maker who may find similarities
between the current problem and previous problems encountered and
successfully solved.

 Drawing on the experience of experts in the technical aspects of the
problem, both from within the organization and outside consultants. For
example, an employee morale problem can better be solved by industrial
psychologists who have been trained to look at the causes of such
problems.

 Considering the responses of the people who will be affected by the
decision. These people may be the ultimate judges of whether the
decision will be implementable or not. Many products introduced in the
market have failed because the consumer opinion had not been taken
into consideration. Similarly, if the problem is that of absenteeism, then
the employees themselves could be asked for possible causes and
possible solution?

Step (8) Evaluating alternatives and selecting an alternative. The evaluation
of alternatives and selecting the best alternative with the most advantages is the
most critical part of the decision making process. A wrong choice would negate
the effects of all efforts put in the preparation of the process. Finding the optimal
choice requires the consideration of the possible impact of all alternatives in such
a manner so that the chosen course of action will not only meet the requirements
of the objectives but also eliminate the root cause of the problem. Some of the
criteria against which the alternatives are to be measured are quantitative in nature
such as return on investment, market share or net profits. Some other criteria are
qualitative in nature such as consumer attitude, employee morale, and ethics of the
organizational mission and so on. The bottom line in any decision criterion is the
benefit derived from it in financial terms. This may be in the form of cost effectiveness
which means that for a given cost, the alternative with a greater degree of
achievement of objective will be selected. Similarly, for a set level of achievement,
the alternative with a lower cost will be accepted.
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No matter how tangible the methodology of the decision making process
may be, the effect of the personal judgement of the decision maker in choosing the
best alternative is always dominant. This judgement will be a reflection of current
management values, ethics, social commitment and the organizational politics. This
judgement cannot be quantified and hence must be based upon strong intuition
and past experience.

Step (9) Implementation of the decision. Implementation means putting the
selected alternative into action and seeing it through to its completion. The process
of implementation starts with assigning responsibilities to persons who will be
involved in carrying out the decision. The possibility of any resistance to changes
should be examined, especially if it affects or conflicts with personal values and
personalities and group norms or group objectives, if the decision has to be carried
out by a group. The implementation, of course, becomes easier if the persons
implementing it and persons affected by it were also involved in the decision making
process and if they have some stake, financial or otherwise in the success of the
solution.

It is essential to communicate the details of the decision and procedures for
implementation to all the employees clearly, in detail and in a manner that would
invite commitment and dedication. This commitment can further be improved if the
implementation plan has provisions for any necessary modifications that may be
required and the members of the organization should be empowered to modify the
solution during implementation based upon their experience with it.

Step (10) Monitoring feedback. Feedback provides the means of determining
the effectiveness of the implemented decision. If possible, a mechanism should be
built into the process which would give periodic reports on the success of the
implementation. In addition, the mechanism should also serve as an instrument of
‘preventive maintenance’ so that the problems can be prevented before they occur,

In many situations, computers are very successfully used in monitoring since
the information retrieval process is very fast and accurate and in some instances,
the self-correcting is instantaneous.

Monitoring the decision is necessary and useful irrespective of whether the
feedback is positive or negative. Positive feedback reaffirms the correctness of
the decision and the process. Negative feedback indicates either that the
implementation requires more time, resources, efforts or planning than originally
thought or that the decision was a poor one and needs to be re-examined.

Decision Making Conditions

In most instances, it is not possible for decision makers to accurately predict the
consequences of an implemented alternative. This is partly due to the dynamics of
the environment. The more complex the problem and more dynamic the
environment, the higher the degree of uncertainty in predicting the outcome of a
decision. In general, there are three different conditions under which decisions are
made, these are (1) complete certainty, (2) complete uncertainty, and (3) risk.

 Decisions under certainty: This is the simplest form of decision making.
The condition of certainty exists when decision makers know exactly what
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the outcome of each alternative will be. The decision maker would simply
select the alternative which has the best outcome.

However, if the number of alternatives is large then some mathematical
tools are available to identify the best alternative.

An example would be buying a new car. Once the decision to buy the car
has been made, there are a number of alternative ways of paying for the
car. These alternatives include paying all cash, part cash and part loan, all
loan so that you can put your own money to other quantifiable uses or lease
the car on monthly or yearly rental. It is possible to calculate the total cost
of each of these alternatives and choose the one which gives the lowest
cost.

  Decisions under uncertainty: The condition of uncertainty exists when
the decision maker has no idea as to what the outcome of the implemented
alternative would be. Such problems arise when there is no past relevant
historical data on which a judgement can be based. Decisions are generally
made on the basis of intuition and the outcomes are a matter of chance. For
example, in the case of marketing a new product, it is difficult to make
judgements as to how much this product will sell in different geographical
areas. When Sony Corporation introduced Data Disc-Man, it had no idea
how successful the product would be. Sony’s managers were working in
an uncertain environment.

  Decisions under risk: Risk is probably the most frequent situation
confronted by managers. A condition of risk exists when a decision must be
made on the basis of incomplete but reasonably reliable information. In
such situations, there is no longer just one outcome for each alternative but
a number of possible outcomes with a given chance for each outcome.
Such chance or probability for each outcome is known, calculated or
assigned by the decision maker based upon his past experiences. For
example, if you hire a new salesperson, you have some idea as to how
much increase in sales you can expect, but you can never be sure.

Group Decision Making

There are many situations which suddenly come up as ill-structured problems
which are unlikely to be solved by a single individual. In such situations, the manager
may assign the problem to a group of experts for recommendations. It is often
argued that groups can make higher quality decisions than individuals. According
to Gary John, there are three assumptions that form the basis for this argument.
These are as follows:

1. Groups are more ‘vigilant’ than individuals. Because of natural
constraints, any single individual cannot look at all possible angles of a
complex problem and thus he may miss an important aspect of the issue.
However, if there are more members looking at the same problem, then it is
more likely that someone among the group has thought of or looked at that
particular aspect.
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2. Groups can generate more ideas and develop more alternative
solutions than individuals. Members of the groups come from different
backgrounds with different experiences and outlooks, so that it is more
likely that someone will come up with an idea that others had not thought of
before.

3. Groups can evaluate ideas better than individuals. This again is a result
of various and diverse viewpoints presented by the members of the group.
Because individuals can sometimes become emotional when making
decisions, it is possible that bias would be introduced into the decision if it
was made by a single individual. Different persons can check for bias and
evaluate ideas on a more objective basis so that decisions would be made
on the basis of facts and rationality rather than sympathy and emotionalism.

Techniques for Group Decision Making

Some of the techniques employed to make the group decision making process
more effective and decision making more efficient in which creativity is encouraged,
are as follows:

 Brainstorming: This technique involves a group of people, usually between
five and ten, sitting around a table, generating ideas in the form of free
association. The primary focus is on generation of ideas rather than on
evaluation of ideas. If a large number of ideas can be generated, then it is
likely that there will be a unique and creative idea among them. All these
ideas are written on the black board with a piece of chalk so that everybody
can see every idea and try to improve upon such ideas.

Brainstorming technique is very effective when the problem is comparatively
specific and can be simply defined. A complex problem can be broken up
into parts and each part can be taken separately at a time.

 Nominal Group Technique (NGT): Nominal group technique is similar
to brainstorming except that the approach is more structured. Members
form the group in name only and operate independently, generating ideas
for solving the problem on their own, in silence and in writing. Members do
not interact with each other so that strong personality domination is avoided.
It encourages individual creativity. The group coordinator either collects
these written ideas or writes then on a large black board for everyone to
see or he asks each member to speak out and then he writes it on the black
board as he receives it. These ideas are then discussed one by one in turn
and each participant is encouraged to comment on these ideas for the purpose
of clarification and improvement. After all ideas are discussed, they are
evaluated for their merits and drawbacks and each participating member is
required to vote on each idea and assign it a rank on the basis of priority of
each alternative solution. The idea with the highest aggregate ranking is
selected as the final solution to the problem.

 Delphi Technique: This technique is the modification of the nominal group
technique, except that it involves obtaining the opinions of experts physically
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separated from each other and unknown to each other. This insulates group
members from the undue influence of others. Generally, the types of
problems handled by this technique are not specific in nature or related to a
particular situation at a given time. For example, the technique could be
used to understand the problems that could be created in the event of a
war. The steps in the Delphi technique are as follows:

o The problem is identified and a sample of experts is selected. These
experts are asked to provide potential solutions through a series of
carefully designed questionnaires.

o Each expert completes and returns the initial questionnaire.

o The results of the questionnaire are compiled at a central location and
the central coordinator prepares a second questionnaire based on the
previous answers.

o Each member receives a copy of the results along with the second
questionnaire.

o Members are asked to review the results and respond to the second
questionnaire. The results typically trigger new solutions or cause changes
in the original position.

o The process is repeated until a consensus is reached.

The process is very time consuming and is primarily useful in illuminating
broad range, long term complex issues such as future effects of energy
shortages that might occur.

 Didactic interaction: This technique is applicable only in certain situations,
but is an excellent method when such a situation exists. The type of problem
should be such that it results in a yes-no solution. For example, the decision
may be to buy or not to buy, to merge or not to merge, to expand or not to
expand and so on. Such a decision requires an extensive and exhaustive
discussion and investigation since a wrong decision can have serious
consequences. Since, in such a situation, there must be advantages as well
as disadvantages of either of the two alternatives, the group required to
make the decision is split into two sub-groups, one favouring the ‘go’ decision
and the other favouring the ‘no go’ decision. The first group lists all the
‘pros’ of the problem solution and the second group lists all the ‘cons’.
These groups meet and discuss their findings and their reasons. After the
exhaustive discussions, the groups switch sides and try to find weaknesses
in their own original viewpoints. This interchange of ideas and understanding
of opposing viewpoints results in mutual acceptance of the facts as they
exist so that a solution can be built around these facts and opinions relating
to these facts and thus a final decision is reached.

Advantages of Groups Decision Making

Individual and group decisions each have their own strengths and weaknesses.
Some of the advantages that group decisions have over individual decisions are
described as follows:
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 Since group members have different specialties, they tend to provide more
information and knowledge. Also, the information tends to be more
comprehensive in nature and the groups can generate a greater number of
alternatives. There is often truth to the axiom that ‘two heads are better than
one’.

 Implementation of the decision is more effective since the people who are
going to implement the decision, either participated in the group themselves
or had their representatives in it. This also increases the commitment of the
people to see the implementation to success. It is important that the decision
be accepted by all, because even a low quality decision that has acceptance
can be more effective than a higher quality decision that lacks general
acceptance.

 The input from a larger number of people eliminates the biases that are
generally introduced due to individual decision making. It also reduces the
unreliability of individual decisions.

 The participative style of decision making process builds up foundations as
a training ground for subordinates who develop the skills of objective analysis
of information and deriving of conclusions.

 The group decision making is more democratic in nature, while individual
decision making is perceived to be more autocratic in nature. The democratic
processes are more easily acceptable and are consistent with the democratic
ideals of our society.

Disadvantages of Group Decision Making

There are certain drawbacks in group decision making also. The group processes
can negatively affect performance in a variety of ways.

 The process is highly time consuming in terms of assembling the right group
and usually a group takes more time in reaching a consensus since there are
too many opinions to be taken into consideration. The time problem increases
with the group size. Accordingly, the urgency of arriving at a decision must
be considered when group decision making style is selected.

 Many times, the participants in group decision making have their own axes
to grind or their own interests to protect. These self-centred interests lead
to personality conflicts that may create interpersonal obstacles which may
diminish the efficiency of the process as well as the quality of the decision.

 Some members may simply agree with the others for the sake of agreement
since there are social pressures to conform and not to be the odd-man out.
Thus the desire to be a good group member tends to silence disagreement
and favours consensus. The social pressures can be very strong inducing
people to change their attitudes, perceptions and behaviours.

 The group members may exhibit ‘focus effect’. This means that the group
may focus on one or few suggested alternatives and spend all the time in
evaluating these and may never come up with other ideas, thus limiting the
choices.
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 The decisions made by the group may not always be in accord with the
goals and objectives of the organizations. This is especially true when the
goals of the group and those of individuals do not reinforce each other. This
will result in decisions that may be detrimental to organizational benefits.

 The groups may shift either towards more risk taking or towards less risk
taking and either of the shift may be undesirable. Generally speaking,
problems suitable for group decision making involve some degree of risk or
uncertainty. However, to take excessive risk is as bad as taking no risk at
all. Studies conducted by Stoner showed that groups tend to shift towards
riskier decisions. This way, if the decision turns out to be a bad one, the
responsibility for it will not be traceable to any particular individual in the
group.

Difficulties in Decision Making

Since, the importance of the right decision cannot be overemphasized enough, it is
imperative that all factors affecting the decision be properly looked at and fully
investigated because the quality of the decision can make the difference between
success and failure. In addition to technical and operational factors which can be
quantified and analysed, other factors such as personal values, personality traits,
psychological assessment of the decision maker, perception of the environment,
intuitional and judgmental capabilities and emotional interference must also be
understood and credited in the decision making process. Some researchers have
pin-pointed some areas where managerial thinking needs to be re-assessed and
where some common mistakes are made that affect the decision making process
as well as the efficiency of the decision, and these mistakes should be avoided as
far as possible. Some of these drawbacks and limitations are as follows:

 Indecisiveness: Decision making is a very heavy responsibility. The fear
of its outcome can make some people timid about making a decision. This
timidity may result in taking a long time for making a decision and the
opportunity may be lost. This trait is a personality trait and must be looked
into seriously. The managers must be confident as well as quick in making
decisions.

 Postponing the decision until the last moment: This is quite a common
practice, known as ‘procrastination’, and results in decision making under
pressure of time which generally eliminates the possibility of thorough analysis
of the problem as well as the establishment and comparison of all alternatives,
which is time consuming. Many students who postpone studying until near
their final exams usually do not do well in the exams. Even though some
managers work better under time pressures, adequate time period is most
often required to make an intelligent decision. Accordingly, a decision plan
must be formulated, time limits must be set for information gathering, analysis
of information and selection of a course of action.

 Failure to isolate the root cause of the problem: It is a very common
practice to cure the symptoms rather than the causes. For example, a
headache may be a symptom of some deep-rooted emotional problem so
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that simply a medicine for headache would not cure the problem. It is
necessary to separate symptoms and their causes. The success of the
decision is dependent upon the correct definition of the problem.

 Failure to assess the reliability of informational sources: Very often,
we take it for granted that the other person’s opinion is very reliable and
trustworthy and we do not check for the accuracy of the information
ourselves. Most often, the opinion of the other person is taken so that if the
decision fails to bring the desired results, the blame for the failure can be
shifted to the person who had provided the information. However, this is a
poor reflection on the manager’s ability and integrity and the manager must
be held responsible for the outcome of the decision. Accordingly, it is his
moral obligation to analytically judge the accuracy and reliability of the
information provided to him.

 The method of analysing the information may not be sound one: Since,
a lot of information is required, especially for non-programmed decisions,
the procedures to identify, isolate and select the useful information must be
sound and dependable. Usually, it is not operationally feasible to objectively
analyse more than five or six pieces of information at a time. Hence, a
model must be built which incorporates and handles many variables in order
to aid the decision maker. Also, it would be desirable to define the objectives,
criteria and constraints as early in the decision making process as possible.
This would make the process more formal.

 Fear of implementing the decision and follow-up: Making a decision is
not the end of the process but really a beginning. The decision has no value
until it is implemented. The outcome of the implementation of the decision is
the true barometer of the quality of the decision. Duties must be assigned,
deadlines must be set, evaluation process must be established and any
contingency plans must be prepared. The decision must be implemented
whole-heartedly and accepted by all in order to get the best results.

Check Your Progress

1. What is rational decision making?

2. List the three different conditions under which decisions are made.

3. What is brainstorming?

2.3 MBO

A logical extension of goal setting theory is Management by Objectives (MBO)
that involves systematic and programmatic goal setting throughout an organization.
It is a process by which managers and subordinates work together in identifying
goals and setting up objectives and together make plans in order to achieve these
objectives. These objectives and goals are consistent with the organizational goals.
Important characteristics or features of objectives are as follows:
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 The objectives must be pre-determined.

 Objectives must be realistic, i.e. they should be within the reach of the
organization.

 Objectives must be measurable.

 Objectives must have social sanction. Restrictions on organizational
objectives are put through social rules, norms or customs.

 All objectives must be interconnected and mutually supportive.

 Objectives may be short-range, medium-range and long-range.

Advantages of objectives

According to L. Gulick: ‘In administration God helps those administrators who
have a clearly defined objective.’ Well-defined objective enables an organization
to grow and prosper in an orderly and progressive manner. Following are the
advantages of objectives:

 Clear definition of objectives encourages unified planning. The unifying effect
arises when the plans prepared by different departmental heads are adjusted
to a common objective.

 Objectives provide motivation to people in the organization. Objectives
help in providing the cooperative efforts in the employees.

 Objective oriented works avoid unproductive tasks.

 Objectives provide standards to support the control of human efforts in an
organization.

Types of objectives

Objectives are of two types: external and internal.

 The external objectives of an organization are related to the ‘service of the
community’ that includes preventing pollution, maintaining and developing
quality of life and fulfilling the expected responsibilities towards the society,
community and the government.

 The internal objectives of an organization are related to maximum profitability,
Maximum service and satisfaction to employees and fair return on the
shareholder’s investments.

Organizational objectives

The planning process for all organizations is built on the framework of the statement
of formal mission, specific objectives that are established on the basis of the mission
statement and the plans that can be developed to achieve these objectives. Figure
2.4 shows the planning process.

PlansMission Objectives PlansMission Objectives

Fig. 2.4 The Planning Process



NOTES

Organizing and
Decision Making

Self - Learning
Material 83

The need for planning exists at all levels of organizational hierarchy, but is
extremely important at higher levels where the potential for impact on organizational
success is greater. Once the upper level strategies are well defined and understood,
then the lower level managers can plan to accomplish the objectives of their units.

Characteristics of sound objectives

Sound objectives should have five basic characteristics. They should be as follows:

 In writing

 Time bound

 Measurable

 Attainable

 Mutually supportive

Figure 2.5 shows the characteristics of sound objectives.

Organizational
Sound
Objectives

Mutually
supportive

Attainable

Measurable

Time bound

In writing

Fig. 2.5 Characteristics of Sound Objectives

Organizational objectives should be stated in writing. They should be specific
and communicated clearly to all so that all members of the organization are aware
of what is expected of them. This eliminates ambiguity and confusion. Placing
objectives in a written form increases people’s understanding of them and thus
leads to commitment. Objectives should be time bound. A time limit must be set
for achievement of given objectives. They cannot be open-ended. Employees
need to know the time frame in which an objective should be accomplished. Also,
putting deadlines gives workers a sense of challenge and they take pride in meeting
these challenges. However, this time frame must be realistically established.
Objectives should be specific and measurable. General objectives are difficult to
interpret and difficult to measure. For example, improving employee safety is more
difficult to define and measure than the objective of reducing work accidents by
20 per cent. Similarly, an objective of increasing the market share of the company
by 5 per cent during the year allows a manager to measure the progress as the
time passes.

Objectives should be realistic and attainable. Overly optimistic but unrealistic
objectives serve as moral deflators and hence are ineffective. On the other hand,
they should not be too easily achievable, for an easily achievable objective provides
little challenge to workers. They should be attainable but challenging. Multi-objectives
should be mutually supportive. One objective should not be achieved at the cost
of the other. Objectives should be prioritised so that the objectives with top priority
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are achieved first. However, all objectives should be set in a manner so that no
objective is to be given up in order to achieve another. For objectives to be realistic
and attainable, they should be established with the following considerations:

 Environmental conditions: These conditions include the availability of
raw materials, skilled labour, energy and other resources. Long-range
objectives must ensure that these resources will not become scarce.
Additionally, objectives must be revised, if necessary, in the light of new
technological developments.

 Economic conditions: The current economic conditions and economic
trends must be seriously considered while setting objectives. For
example, the objective of expanding during recession may not be
advisable. The economic fluctuations must be assessed and predicted
accurately.

 Internal resources: There is no point in establishing an objective if we
do not have the means to achieve it. Accordingly, objectives should be
set relative to the company’s resources of capital, skilled personnel,
physical equipment and so on.

 Anticipation of future events: Future events, being most
unpredictable, have a major impact on the realisation of objectives. Future
opportunities and threats must be identified as far as possible and these
must be incorporated in organizational objectives and plans.

Hierarchy of objectives

While the central management is primarily concerned with organizational mission
and establishing general goals and strategies, establishment of objectives exist at
all levels of organizational hierarchy. The broader aims of the company are broken
down into hierarchical segments of divisional objectives, departmental objectives,
work group objectives and individual employee objectives. Each higher level
objective is supported by one or more lower level objectives. This identification
enables each member of the organization to relate his contribution to the overall
objectives. This helps in the proper alignment of objectives at all levels of the
organization with the central aim of the organization. The ideas behind MBO were
advocated and popularised by Peter Drucker, who stressed that business
performance requires that each job be directed towards the objective of the whole
business. Even though it is comparatively a new area, a lot of attention has been
paid to it, notably by John Humble in England and George Odiorne in America.
George Odiorne has explained the concept as follows:

The system of Management by Objectives can be described as a
process whereby the superior and subordinate managers of an
organization jointly identify its common goals, define each individual’s
major areas of responsibility in terms of results expected of him and
use these measures as guides for operating the unit and assessing the
contribution of each of its members.

MBO then can also be referred as Management by Results or Goal
Management, and is based on the assumption that involvement leads to commitment
and if an employee participates in goal setting as well as setting standards for
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measurement of performance towards that goal, then the employee will be motivated
to perform better and in a manner that directly contributes to the achievement of
organizational objectives. John Humble seems to be highly excited about this new
and challenging concept and defines MBO as a dynamic system which integrates
the company’s need to achieve its goals for profit and growth with the manager’s
need to contribute and develop himself. It is a demanding and a rewarding style of
managing a business.

MBO by definition is a goal-oriented process and not a work-oriented
process. Just being busy and doing work is not important, if it does not effectively
lead to achievement. It is both an aid to planning as well as a motivating factor for
employees. By its proper use, some of the planning errors can be eliminated or
minimised. It is a comprehensive system based upon set objectives in which all
members participate. These objectives are common objectives for all participants
and the extent or rewards for each member would be determined by the degree of
achievement. This leads to a fair appraisal system. Additionally, a good MBO plan
involves regular and face-to-face superior-subordinate communication and hence
it improves the communication network.

George Odiorne has explained the concept of MBO as follows:

The system of management by objectives can be described as a process
whereby the superior and subordinate managers of an organization
jointly identify its common goals, define each individual’s major areas
of responsibility in terms of results expected of him and use these
measures as guides for operating the unit and assessing the contribution
of each of its members.

Also known as Goal Management, MBO is based upon the assumption
that involvement leads to commitment and when an employee participates in goal
setting as well as setting standards for measurements of performance towards that
goal, then the employee will be motivated to perform better and in a manner that
directly contributes to the achievement of organizational objectives.

Some of the elements in the MBO process can be described as follows:

 Central goal setting: The first basic phase in the MBO process is the
defining and clarification of organizational objectives. These are set by
the central management usually in consultation with the other managers.
These objectives should be specific and realistic. This process gives the
group managers and the top managers an opportunity to be jointly
involved. Once these goals are clearly established, they should be made
known to all the members of the organization and be clearly understood
by them.

 Manager-subordinate involvement: After the organizational goals
have been set and defined, the subordinates work with the managers in
setting their individual goals relative to organizational goals. Such joint
consultation is important because people become highly motivated in
achieving objectives that were set by them to start with. The goals of the
subordinates are specific and short range and primarily indicate what
the subordinate’s unit is capable of achieving in a specified period of
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time. The subordinate must set goals in consultation with the individuals
who comprise his unit. In this manner, everyone gets involved in the goal
setting.

 Matching goals and resources: The objectives in themselves do not
mean anything unless we have resources and means to achieve these
objectives. Accordingly, management must make sure that the
subordinates are provided with necessary tools and materials to
effectively achieve these goals. If the goals are precisely set, then the
resources requirements can also be precisely measured thus making the
resources allocation easier. However, just as in goal setting, the allocation
of resources should also be done in consultation with the subordinates.

 Freedom of implementation: The manager-subordinate task force
should have adequate freedom in deciding on the utilization of resources
and the means of achieving the objectives. As long as these means are
within the larger frame work of organizational policies, there should be
minimum interference by superiors.

 Review and appraisal of performance: There should be periodic
review of progress between manager and the subordinates. These
reviews would determine if the individual is making satisfactory progress.
They will also reveal if any unanticipated problems have developed.
They also help the subordinates understand the process of MBO better.
They improve the morale of subordinates since the manager shows an
active interest in the subordinate’s work and progress. These periodic
reviews are necessary since priorities and conditions are constantly
changing and these must be regularly monitored. These reviews will
assist the manager and subordinates to modify either the objectives or
the methods if and when necessary. This increases the chance of success
in meeting the goals and makes sure that there are no surprises at the
final appraisal. However, the performance appraisal at these intermediate
reviews should be conducted, based upon fair and measurable standards
so that the subordinates are fully aware and understand the degree of
progress that they have made at each step.

MBO is a future-oriented process and motivates employees to think about
‘where we are going’ rather than ‘where we have been’ and achieving what is set
to be achieved is highly motivating for the employees. The basic steps of the
MBO process can be illustrated in Figure 2.6.

Setting
overall
central
goal

Setting
individual
goals and
plans

Periodic
performance
appraisal and
feedback

Final
appraisal

Fig. 2.6 Basic Steps in the MBO Process
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The concept of MBO is very rich in terms of managerial implications.
Managers have a responsibility to assign or set goals in such a manner so as to
have the maximum motivational potential. The goals must be tailored to the individual
needs and skills, since individuals differ so much in their concept of goals. This
would create an optimal performance environment for the employees. When
implemented properly, MBO has some unique advantages. These are as follows:

 Since MBO is a result-oriented process and focuses on setting and
controlling goals, it encourages managers to do detailed planning. As
the planning process is improved, it helps in a better overall management
system.

 The managers are required to establish measurable targets and standards
of performance and priorities for these targets. Since the goals are set in
consultation with subordinates, these are generally more difficult and
challenging than if the superiors had imposed them. Additionally, since
these targets are tailored to the particular abilities of the subordinates, it
obtains maximum contribution from them thus providing optimum utility
of human resources.

 Both the manager and the subordinates know what is expected of them
and therefore there is no role ambiguity or confusion.

 It makes individuals more aware of company goals. Most often the
subordinates are concerned with their own objectives and the
environment surrounding them. But with MBO, the subordinates feel
proud of being involved in the organizational goals. This improves their
morale and commitment.

 MBO often highlights the area in which the employees need further
training. By taking keen interest in the development of skills and abilities
of subordinates, the management provides an opportunity for
strengthening those areas that need further refinement thus leading to
career development.

 The system of periodic evaluation lets subordinates know how well they
are doing. Since MBO puts strong emphasis on quantifiable objectives,
the measurement and appraisal methods could be more objective, specific
and equitable. These appraisal methods are superior to trait evaluation
that is based upon such factors as likeability, cooperation, loyalty and
self-discipline, since they focus on results and not on some subjective
intangible characteristics. This evaluation being more objective, can be
morale boosting.

 It improves communication between management and subordinates. This
continuous feedback helps clarify any ambiguities, refine and modify
any processes or any aspects of goals. Also, MBO is kind of control
mechanism so that if there are any deviations discovered between the
actual performance and the goals, these can be regularly and
systematically identified, evaluated and corrected.
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Recent research has indicated that though MBO and other goal setting
techniques often lead to improved performance, they do not necessarily improve
upon job satisfaction or high motivation, especially if the process is not fully
understood or participated in by all participants. Some of the problems and
limitations associated with MBO are as follows:

 In the classical structure of our organizations, the authority flows from
top to bottom. This creates rigidity and discipline that generally lead to
better performance. Hence the top management is usually reluctant to
support the process of MBO in which their subordinates would take an
equal part. Accordingly, MBO can only succeed if it has the complete
support of the top management.

 MBO may be resented by subordinates. They may be under pressure
to go along with the management when setting goals and objectives and
these may be set unrealistically high or far too rigidly. This may lower
their morale and they may become suspicious about the philosophy
behind MBO. They may seriously believe that MBO is just another of
the management’s ploy to make the subordinates work harder—and
become more dedicated and involved.

 The emphasis in MBO system is on quantifying the goals and objectives.
It does not leave any ground for subjective goals. Some areas are difficult
to quantify and more difficult to evaluate. Thus MBO rewards productivity
at the cost of creativity.

 There is considerable paperwork involved and it takes too much of the
manager’s time. Too many meetings and too many reports add to the
manager’s responsibility and burden. Some mangers may resist the
program because of this increased paperwork.

 The emphasis is more on short-term goals. Since goals are mostly
quantitative in nature, it is difficult to do long range planning. This is so
because all the variables affecting the process of planning cannot be
accurately forecast over the long run due to continuously changing socio-
economic and technical environment. This difficulty affects the stability
of goals.

 Most managers may not be sufficiently skilled in interpersonal interaction
such as coaching and counseling that is extensively required.

 The integration of the MBO system with other systems such as forecasting
and budgeting is very poor. This makes the overall functioning of all
systems very difficult.

 Group goal achievement is more difficult. When goals of one department
depend upon the goals of another department, cohesion is more difficult
to obtain. For example, the production department cannot produce a
set quota if it is not sufficiently supplied with raw materials and personnel.
Similarly sales department cannot meet its obligation in sales unless
production department keeps pace with it.
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 It takes a lot of time, perhaps three to five years, to implement the MBO
program properly and fully and some research studies have shown that
MBO programmes can lose their impact and potency as a motivating
force over time.

Objectives of MBO

Following are the objectives of MBO:

 Determining and judging the performance

 Increasing capability and growth of the subordinates

 Enhancing communication between supervisors and subordinates

 Relating individual performance to organizational objectives

 Enhancing organizational control and integration

Disadvantages of MBO

Some of the disadvantages of MBO are as follows:

 MBO can only succeed if it has the complete support of top management.

 MBO may be resented by subordinates. They may be under pressure to
get along with the management when setting goals and objectives and these
goals may be set unrealistically high. This may lower their morale and they
may become suspicious about the philosophy behind MBO. They may
seriously believe that MBO is just another of the management’s ploy to
make the subordinates work harder and become more dedicated and
involved.

 The emphasis in MBO system is on quantifying the goals and objectives. It
does not leave any ground for subjective goals. Some areas are difficult to
quantify and even more difficult to evaluate.

 There is considerable paperwork involved and it takes too much of the
manager’s time. Too many meetings and too many reports add to the
manager’s responsibility and burden. Some managers may resist the program
because of this increased paperwork.

 The emphasis is more on short-term goals. Since the goals are mostly
quantitative in nature, it is difficult to do long range planning because all the
variables affecting the process of planning cannot be accurately forecast
due to constantly changing socio-economic and technological environment
which affect the stability of goals.

 Most managers may not be sufficiently skilled in inter-personal interaction
such as coaching and counselling, which is extensively required.

 The integration of MBO system with other systems such as forecasting and
budgeting etc., is very poor. This makes the overall functioning of all systems
more difficult.

 Group goal achievement is more difficult. When the goals of one department
depend on the goals of another department, cohesion is more difficult to
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obtain. For example, the production department cannot produce a set quota
if it is not sufficiently supplied with raw materials and personnel.

Suggestions for improving the effectiveness of MBO

Suggestions for improving the effectiveness of MBO are as follows:

 It is important to secure top management support and commitment. Without
this commitment, MBO can never really be a success. The top managers
and their subordinates should all consider themselves as players of the same
team. This means that the superiors must be willing to relinquish and share
the necessary authority with subordinates.

 The objectives should be clearly formulated, should be realistic and
achievable. For example, it is not realistic for the R&D department of an
organization to set a goal of, say, 10 inventions per year. These goals should
be set with the participation of the subordinates. They must be properly
communicated, clearly understood and accepted by all. MBO works best
when goals are accepted.

 MBO should be an overall philosophy of management and the entire
organization, rather than simply a divisional process or a performance
appraisal technique. MBO is a major undertaking and should replace old
systems rather than just being added to it. Felix M. Lopex has observed,
when an organization is managed by objectives, it becomes performance
oriented. It grows and it develops and it becomes socially useful.

 The goals must be continuously reviewed and modified, as the changed
conditions require. The review technique should be such that any deviations
are caught early and corrected.

 All personnel involved should be given formal training in understanding the
basics as well as the contents of the program. Such education should include
as to how to set goals, the methods to achieve these goals, methods of
reviews and evaluation of performance and provisions to include any
feedback that may be given.

 MBO system is a major undertaking based upon sound organizational and
psychological principles. Hence it should be totally accepted as a style of
managing and should be totally synthesised with the organizational climate.
All personnel involved must have a clear understanding of their role authority
and their expectations. The system should be absorbed totally by all members
of the organization.

Check Your Progress

4. State any four characteristics of MBO.

5. Mention any two disadvantages of MBO.
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2.4 ORGANIZATIONAL STRUCTURE

Stephen P. Robbins has defined organizational structure as ‘how job tasks are
formally divided, grouped and coordinated.’ It tells how specialised and non-
specialised tasks are performed. The framework of an organization is the structure,
wherein the job of each and every person is defined, described and coordinated
to achieve the organizational goals. The control, command, division of work and
placement of jobs are considered under the organizational structure. Centralisation,
differentiation and related factors are considered under the organizational structure.
The important features of organizational structure are also discussed in this chapter.

Characteristics of Organizational Structure

Organizational structure is the differentiation of functions to facilitate the achievement
of goals. Jobs are differentiated according to the nature and specialisation of the
jobs. For example, marketing experts have marketing functions and financial experts
look after the financial functions of the organization. The main characteristics of
the organizational structure are differentiation, standardisation, specialisation,
departmentalisation, chain of command and centralisation. The impacts of various
characteristics are visible on communication network, informed group formation,
attitudes of employees, motivation, leadership and so on.

Differentiation: Jobs are differentiated for achieving the goals more
efficiently. Interrelated tasks are put under one group. Thus, many job groups or
differentiations are developed under structure. The jobs are subdivided into
horizontal and vertical forms.

Horizontal differentiation: The division of labour is the best example of
horizontal differentiation. The jobs can be divided on the basis of purposes, process,
persons and place. Product line change or departmentation is horizontal
differentiation. Technological changes are differentiation for the improvement of
the process. People are motivated to perform their jobs in an effective manner.
Decentralisation is another form of organizational structure.

Vertical differentiation: Vertical differentiation deals with hierarchy, power
influence, authority, responsibility and span of control. Level and function are vertical
differentiation. Vertical distance is created between the individuals and groups.
Scalar or chain of command is used for differentiation. Generally, five levels of
authority are observed, viz. top, middle, lower, supervisors and employees. They
have different goals and activities. Their function is commanded and controlled
accordingly. Each cadre has a different authority and responsibility which are
exercised by them for achieving the organizational goals.

Standardisation: The organizational structure is formalised or standardised
for simplicity and efficiency. The process input and the output are uniform. There
is minimum amount of discretion. Jobs are explicitly defined and described.
Employees have the least amount of freedom under the standardised structure.
They adopt a stereotype process. If the formalisation is low, the employees are
free to proceed according to their liking. They behave in a free atmosphere. In the



Organizing and
Decision Making

NOTES

Self - Learning
92 Material

case of standardisation, the behaviour is known. They have to perform according
to the set rules of the work process. A less standardised structure gives more
freedom to the employees. They exercise discretion in their work. Employees do
not have alternatives to behave differently in the case of a standardised structure.
This structure differs according to the nature of work. More freedom in behaviour
is possible with the less standardised structure and less freedom is there in the
case of a standardised structure.

Specialisation: Specialisation is another component of organizational
structure. Each and every part of the whole work is done by specialised people.
The total work is broken up into small parts and the responsibility of performance
of each part is assigned to experts. This makes people more specialised and active.
There may be further sub-divisions of each part to make it more specialised. Each
step is completed by skilled labour. The specialisation of whole activity is possible
by breaking the total work into separate parts, sub-divisions and steps.
Specialisation makes all the work more useful, whether it involves skilled or unskilled
functions. Even highly sophisticated tasks can be easily performed by a specialised
structure. Time, money and energy are effectively utilised through specialisation.
The skills of the employees increases by repetition. Complex and sophisticated
operations are performed easily by acquiring skills and specialisation. It is a well-
known fact that the level of specialisation increases along with the technological
development. Specialisation has increased performance and employees’
satisfaction.

Departmentalisation: Specialisation is grouped together to form a job
which is to be performed by a department. The next step of specialisation is to
combine similar activities into a group. Departmentalisation is grouping of
specialisation into specific functions. Different functions are grouped on a similar
basis. For example, engineering, accounting, personnel, etc. are the important
functions which are grouped in separate departments known by their respective
functions. Departmentalisation is used in all types of organizations according to
their objectives and functions. For example, a university has different departments
such as academic, administrative, teaching, etc. Similarly, other organizations have
different types of departments based on their objectives and activities. The
departmentalisation is done on several bases such as product, process, place,
customer services and administration.

Product departmentalisation: Departments are divided on the basis of
the product. An organization engaged in cloth manufacturing has readymade
department, cloth department, cotton textile department, synthetic fibre department.
Each department has its own head who looks after the total functions of his
department. The accountability, authority and responsibility are specifically assigned
for each department.

Process departmentalisation: The product department itself is divided into
several sub departments. The process of organization is the basis of
departmentalisation. For example, proofreading, printing, machine repairing and
setting of places are the important departments of a newspaper printing
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organization. Each process requires different skills. The people working on a
process become specialised within a reasonable period.

Place departmentalisation: The department is developed according to
territory, geographical areas and place of functions. The departments in one state
and other states have different functions according to their nature of work. Regional
departments have their specialities in performance and functions. Head office and
branch offices are the basic examples of place departmentalisation.

Customer service departmentalisation: Departments are formed
according to the needs of the customers’ services. For example, the Bata Shoe
Company in India has different showrooms and retail stores to meet the requirements
of the customers. Wholesaling, retailing and departmental stores are the main
departments that cater to the needs of customers. Efforts are made to satisfy the
customers’ needs in every department. If it is not satisfied, the customers are
requested to consult some specialised personnel in higher departments.

Administration departmentalisation: An organization develops its own
administration department. The personnel department, secretarial department,
training and placement department are the various examples of administrative
departments. Accounting, auditing, salary, provident fund, pension, etc. are other
examples of such departments. Head office, zonal offices, divisional offices and
branch offices are glaring examples of departmentalisation, on the basis of
administration. Departments looking after government policy, taxation, social
responsibility and human resource development are functioning in big organizations
in India.

Chain of command: The organizational structure decides the mode of the
chain of command. Line organization has a scalar chain of command and the
functional organization has a supervisory command. The chain of command is the
unbroken line of authority that extends from the top of the organization to the
lowest echelon. It decides the amount of authority, responsibility and accountability
at each level of the chain. The delegation of authority flows from a higher to a
lower level in different forms in separate organizations. Authority is the legalised
power. The higher level asks the lower level to perform some functions which are
expected to be carried out by the lower manager or employees. In the line
organization, the command is by only one person to whom the lower manager is
liable to report. It is known as the unity of command. In a functional organization,
the employees are accountable to the functional heads. There may be a number of
functional heads depending upon the functional aspects. It is known as the functional
command.

The chain of command decides the span of control which is the number of
subordinates a manager can effectively and efficiently direct. The span of control
is decided by the formula, span of control where ‘n’ is the number of employees.
If the number of employees is 2, the line of control or span of control will be 6. If
the number of employees is 3, the span of control will be 18 because of their direct
relationship, group relationship and cross relationship. The number of employees
under a supervisor influences the effectiveness. A manager can keep close contact
if the number of employees is smaller.
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Centralisation: The organizational structure is also based on centralisation
and decentralisation. Centralisation is the degree to which decision making is
concentrated at a single point. It is the right or authority which is confined to a few
people in the organization. The top management, keeps its decision-making power
in itself under centralisation. On the contrary, when a lower manager is given the
decision making power, it is decentralisation. Under decentralisation, decision is
more effective and quick. Modern organizations mainly adopt decentralisation for
flexibility and responsiveness. Lower managers are closer to the employees.

Check Your Progress

6. What is the best example of horizontal differentiation?

7. What is departmentalisation?

2.5 DEPARTMENTATION

Departmentation is the process of grouping related work activities into manageable
work units with some logical arrangement. The purpose of departmentation is to
make a more efficient and effective use of organizational resources. These work
units may be related on the basis of work functions, product customer, geography,
technique or time. As the organizations grow, supervising employees becomes
more and more difficult for one manager or supervisor. Consequently, new
managerial positions are created to supervise the work of others. The jobs are
grouped according to some logical plan and the logic embodied in such a plan
forms the basis of departmentation. Departmentation is practised not only for
division of labour but also to improve control and communications. Departmentation
fits into two general categories, namely, functional and divisional and the divisional
structures are based on groupings of different activities.

Functional structure

The functional design is also known as a U-form organization (U stands for unity)
and it groups positions into departments according to their main functional areas.
Some of the main functions of most organizations are those of production, marketing,
finance, human resources, legal, research and development. The type and the
number of functions would depend upon the type of organization. For example,
some functions in a service organization will be different from these in a
manufacturing organization. The chain of command in each function leads to a
functional head who in turn reports to the top manager.

Divisional structure

An alternative to the functional structure is the divisional structure which allows an
organization to coordinate intergroup relationships more effectively. It involves
grouping of people or activities with similar characteristics into a single department
or unit. Also known as self-contained structures, organizations operate as if they
were small organizations under a large organizational umbrella. The decisions are
generally decentralized so that the departments guide their own activities. This
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facilitates communications, coordination and control, thus contributing to the
organizational success. Also, because the units are independent and semi-
autonomous, it provides satisfaction to the managers and this in turn improves
efficiency and effectiveness. There are basically three major forms of divisional
structures that companies can choose from. These are: product, customer and
geography.

 Product structure: In this type of structure, the units are formed according
to the type of product, and it is more useful in multi-line corporations where
product expansion and diversification and manufacturing and marketing
characteristics of the production are of primary concern. For example,
Pepsico owns and controls three product units, namely, Kentucky Fried
Chicken (KFC), Taco Bell and Pepsi. Each of these products has special
production and marketing demands. Similarly, General Motors has six
divisions which are autonomous and decentralized. These are: Buick,
Pontiac, Oldsmobile, Cadillac, Chevrolet and GMC trucks. While the general
policies are decided upon by the top management within the philosophical
guidelines of the organization, each division is autonomous and strives to
improve and expand its own product line and each divisional general manager
is responsible for its costs, profits, failures and successes. In this type of
organizational structure, the responsibility as well as accountability is traceable
thus making the division heads sensitive to product improvements in response
to changing customer tastes. Furthermore, product structure facilitates the
measurement of managerial as well as operative results and the contribution
of each product line to the total profit of the organization can be evaluated.
The major disadvantage of this type of structure is that it promotes fierce
internal competition which may or may not be healthy. Furthermore, there
may be lack of cooperation among different divisions and this tendency can
be detrimental to the broader goals of the organization.

 Customer structure: This type of structure is used by those organizations
which deal differently with different types of customers. Thus the customers
are the key to the way the activities are grouped. Many banks have priority
service for customers who deposit and maintain a prescribed amount of
money with the bank for a given period of time. Similarly, business customers
get better attention in the banks than other. First class passengers get better
service from the airlines than economy class passengers. An organization
may be divided into such areas as industrial product buyers and consumer
product buyers.

 Geographic Structure. If an organization serves different geographical
areas, the divisional structure may be based upon geographical basis. Such
divisional structures are especially useful for large scale enterprises which
are geographically spread out such as banks, insurance companies, chain
department stores. Such a structure groups the activities of the organization
along geographic lines. For example, there may be separate vice-presidents
of marketing who are responsible for promotion of the product in Eastern
Region, in North-Western Region, in Southern Region and so on. In the
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case of multinational organizations, the geographic division may be European
Division, middle-east division, far-east Division and so on, with central control
office in the home country such as United States. In these cases, the local
population is served by the divisional personnel while the general policies
are formulated at the headquarters. The local management is in close contact
with the people in the area taking advantage of such local factors as customs,
cultures, styles and social preferences. The main problem may be some
difficulty in communication with the head office which can delay important
decisions and create problems with coordination of interrelated activities.
This problem is especially acute for multinational companies with operations
in such underdeveloped countries where telecommunication networks are
not sufficiently developed.

Organizational chart

The company uses function, product, customers and geography for
departmentalization.

Span of Management

Span of management is related to the number of subordinates a manager can
effectively manage. The quality of supervision becomes poor and coordination
becomes weak when a large number of subordinates work under a single manager.
However, if the number of subordinates is too small, then the managerial abilities
of the manager may not be fully utilised. A balance between these two extremes
needs to be maintained in order to use the full potential of the manager. No one
can effectively supervise an infinite number of subordinates. A manager can pay
attention only to a limited number of subordinates. The optimum number of
subordinates that a manager can effectively supervise at a particular time may vary
from manager to manager. Hence, span of control is a person-to-person concept.

According to Peter F. Drucker, span of control refers to the limit of number
of subordinates reporting directly to a superior. Koontz and O Donnell used this
term to represent the limit on the number of persons that an individual can effectively
manage. In a classical type of organizational structure, which is the most common
form, the effectiveness and efficiency of operations are determined by the number
of people under the direct supervision of a manager. For effective operations, it is
necessary to have the optimum number of subordinates to supervise. As discussed
above, the informal groups have significant impact on the span of management. If
the supervisor has cordial relations with his subordinates and the subordinates are
dedicated to their work for professional as well as social reasons, then more
subordinates can be assigned to each supervisor and less managerial time will be
needed to deal with the subordinates.

The number of subordinates that can effectively be managed for supervision
and delegation of authority are finite and depend upon a number of factors. Some
of these factors are as follows:

 Similarity of functions: If the subordinates are involved in the same or
similar activities, then it is possible for the manager to supervise more
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subordinates. Since the problems that may arise would be similar in
nature, these would be easier to handle. Conversely, if these subordinates
are involved in diversified operations, the situation would be more
complex and hence the span of control would be narrow.

 Complexity of functions: If the operations that the employees are
performing are complex and sophisticated and require constant
supervision, then it would be more difficult for the manager to manage
too many employees and hence a narrow span of control would be
desirable.

 Geographical closeness of employees: The closer the subordinates
are to each other in a physical location, the easier it will be for the manager
to manage more employees.

 Direction and coordination: The span of control would also be
determined by the degree of coordination required, both within the units
and with units in other departments. If the units need continuous directions
and extra time of managers in coordinating these activities, then fewer
subordinates would be better supervised.

 Capacity of subordinates: Subordinates who are well trained,
professionally developed and experienced, need little supervision in
discharging their duties. In such situations, more subordinates can be
effectively supervised. These subordinates can further be assisted by
providing them with ‘standing plans’ which are applicable in repetitive
operations and routine recurring problems, thus requiring less
supervisory assistance.

 The working staff of the manager: If the manager has supporting
staff that is equally skilled in handling situations, then it would be possible
to manage a wider span of control because the responsibilities of
supervision would be shared.

The optimum number of subordinates under any one manager would vary
and directly depend upon the type of relationship between the manager and
subordinates, not only on a one-to-one basis but also with subordinates as groups,
taking into consideration the cross-relationships among the employees themselves.
Based upon the intricacies of these relationships, Lyndall F, Urwick concluded,
‘No executive should attempt to supervise directly the work of more than five or
at the most six direct subordinates whose work interlocks.’ This is considered as
ideal because too wide a span would put a heavy burden on management in effective
guidance and control and too narrow a span would mean underutilisation of
managerial capacity, ability and resources.

Span of control and levels of organization

Organization levels exist because there is a limit to the number of persons a manager
can supervise effectively. Ever-growing organizations must add new levels to their
structure. Determination of appropriate spans of control to suit the levels of
organization is very important because the span of control affects the efficient use
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of superior and subordinate relationships for obtaining better performance. There
are two types of span of control structures.

 Narrow span: It results in under-utilization of the manager’s services and
over-controlling of subordinates.

 Wide span: It may lead to over-straining of manager and lack of effective
control over subordinates.

Span of control has an important bearing on the shape of an organization
structure. While a narrow span results in a ‘tall’ organization, a wide span leads to
a ‘flat’ structure. This can be effectively depicted through diagrams A and B.

Narrow span structure

Narrow span refers to the existence of too many levels in an organization. Following
are the advantages of the narrow span structure:

 The main advantage of narrow span is that effective leadership and control
can be directly exercised on subordinates.

 The senior can easily communicate and effectively coordinate the efforts of
his subordinates since their number is small. Direct contact, close supervision
and tight control can help improve the performance pattern.

Organizations with narrow spans suffer from several limitations. Following are the
limitations of the narrow span structure:

 Too many levels delay two-way communication when a message has to
pass through different levels. Its effectiveness may be reduced.

 Large number of managers is required which results in additional salaries
and high cost of management.

 A tall structure may have its adverse impact over morale because of the
absence of close link between the top executive and bottom worker.

Wide span structure

To overcome these difficulties of narrow span (tall structure), some modern
companies have adopted wide span structures. Wide span prevails in flat
organizations. Here, one can find fewer levels of authority. Following are the
advantages of the wide span structure:

 It indicates that the chain of command is short. Because of this,
communication tends to be quicker and more effective.

 This system allows delegation of authority and development of subordinates.

 Subordinates feel more autonomous and independent in wide span
organizational structures.

Despite these advantages, flat organizations also have some disadvantages.
Flat structure makes supervision and control loose and less effective because a
single executive may not have enough time and energy to supervise all subordinates.
It is not at all suitable for large manufacturing organizations that have developed
business with narrow span structure.
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Factors affecting span of management

Following are the factors that affect the span of management:

 Management policies: Management has a great influence on span of
control. If the policies are clear and comprehensive, this results in increase
in the span of control. Clarity in plans, definiteness in fixing responsibility
and use of standing plans reduce the pressure of decision making by the top
managers that increases the span control.

 Nature of work: If the nature of work is uniform, typical and ordinary, it
can be effectively monitored and regulated through programmed decisions.
As a result, this leads to increase in the span of control. At the top
management level the nature of the work is volatile and complex with high
risk-decisions–that is why one can find limited span of control at the top
level.

 Line and staff relationships: If a line manager receives adequate staff
help, he can handle a high level of workload and can have a larger span of
control. The existence of good superior and subordinate relationships based
on faith and mutual confidence is an essential prerequisite to widen the span
of control. On the other hand, if the superior is tactless in handling the
relationships with the subordinates, he will have a limited span of control.

 Quality of subordinates: If the subordinates are experienced and well
trained in challenges, then they need minimum supervision from the top
managers. Hence, the quality of subordinates certainly improves the span
of control.

 Other factors: The span of control in practice is also affected by other
factors such as time availability, degree of decentralization and control
practices. These factors are bound to have impact over the size of span.
Similarly, a wider span of control may prevail when the work of the
subordinates can be controlled through written reports.

Limitations of span of management

Limitations of span of management are as follows:

 Existence of too many levels is expensive because the organization has to
bear the burden.

 Too many levels (span) complicate the communication between the manager
and its subordinates. Omissions and misinterpretations increase with wide
spans.

 Existence of too many levels and numerous departments create problems
even in the planning and control process. A well-defined plan loses clarity
and coordination as it passed to the lower and lower levels. In a similar way
control becomes difficult with too many managers.

 Handling of superior subordinate relationships on smooth lines is must for
the success of any organization. Larger spans and too many managers may
complicate the synchronised relationships between workers and
management
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 Division of activities among various departments and creation of hierarchical
levels are not completely desirable as departmentalisation is not an end for
achieving effectiveness in organization.

Check Your Progress

8. Which form of departmentalization is known as a U-form organization?

9. Name the two types of span of control structures.

2.6 LINE AND STAFF AUTHORITY

Line Organization is the simplest form of organization and is most common among
small companies. The authority is embedded in the hierarchical structure and it
flows in a direct line from the top of the managerial hierarchy down to different
levels of managers and subordinates and further down to the operative levels of
workers. It clearly identifies authority, responsibility and accountability at each
level. These relationships in the hierarchy connect the position and tasks of each
level with those above and below it. There is clear unity of command so that the
person at each level is reasonably independent of any other person at the same
level and is responsible only to the person above him. The line personnel are
directly involved in achieving the objectives of the company. A typical line structure
is illustrated as follows:

Because of the small size of the company, the line structure is simple and the
authority and responsibility are clear-cut, easily assignable and traceable. It is
easy to develop a sense of belonging to the organization, communication is fast
and easy and feedback from the employees can be acted upon faster. The discipline
among employees can be maintained easily and effective control can be easily
exercised. If the president and other superiors are benevolent in nature, then the
employees tend to consider the organization as a family and tend to be closer to
each other that is highly beneficial to the organization. On the other hand, it is a
rigid form of organization and there is a tendency for line authority to become
dictatorial that may be resented by the employees. Also, there is no provision for
specialists and specialization that is essential for growth and optimization and hence,
for growing companies, pure line type of structure becomes ineffective.
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The line organization can be a pure line type or departmental line type. In
the pure line type set-up, all similar activities are performed at any one level. Each
group of activities is self contained and is independent of other units and is able to
perform the assigned duties without the assistance of the others. In a departmental
line type of organization, also known as functional structure, the respective workers
and supervisors are grouped on a functional basis such as finance, production and
marketing and so on.

Line and staff organization

In this type of organization, the functional specialists are added to the line, thus
giving the line the advantages of specialists. This type of organization is most common
in our business economy and especially among large enterprises. Staff is basically
advisory in nature and usually does not possess and command authority over line
mangers. The staff consist of two types:

 General staff: This group has a general background that is usually similar
to executives and serves as assistants to top management. They are not
specialists and generally have no authority or responsibility of their own.
They may be known as special assistants, assistant managers or in a college
setting as deputy chairpersons.

 Specialized staff: Unlike the general staff who generally assist only one
line executive, the specialized staff provides expert staff advice and service
to all employees on a company wide basis. This group has a specialized
background in some functional area and it could serve in any of the following
capacities:

o Advisory capacity: The primary purpose of this group is to render
specialized advice and assistance to management when needed. Some
typical areas covered by advisory staff are legal, public relations and
economic development.

o Service capacity: This group provides a service that is useful to the
organization as a whole and not just to any specific division or function.
An example would be the personnel department serving the enterprise
by procuring the needed personnel for all departments. Other areas of
service include research and development, purchasing, statistical analysis,
insurance problems and so on.

o Control capacity: This group includes quality control staff who may
have the authority to control the quality and enforce standards.

The line and staff type of organization uses the expertise of specialists without
diluting the unity of command. With the advice of these specialists, the line managers
also become more scientific and tend to develop a sense of objective analysis of
business problems. According to Saltonstaff, a staff member may serve as a coach,
diagnostician, policy planner, coordinator, trainer, strategist and so on.
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A simple line and staff diagram is shown as follows:

The line and staff type of organization is widely used and is advantageous to
the extent that the specialized advice improves the quality of decisions resulting in
operational economics. Also, since line managers are generally occupied with their
day-to-day current operations, they do not have the time or the background for
future planning and policy formulation. Staff specialists are conceptually oriented
towards looking ahead and have the time to do strategic planning and analyze the
possible effects of expected future events. Its main disadvantages are the confusion
and conflict that arises between line and staff, the high cost that is associated with
hiring specialists and the tendency of staff personnel to build their own image and
worth that is, sometimes at the cost of undermining the authority and responsibility
of line executives.

2.7 DECENTRALIZATION

Centralization means that the authority for most decisions is concentrated at the
top of the managerial hierarchy and decentralization requires such authority to be
dispersed by extension and delegation through all levels of management. There
are advantages as well as disadvantages of both types of structures and the
organizational structure determines the degree of centralization or decentralization.
A pure form of centralization is not practical, except in small companies, and pure
form of decentralization almost never exists. As organizations grow bigger by
expansion, mergers or acquisitions, decentralization becomes both necessary as
well as practical. If an automobile manufacturing company acquires a company
which makes refrigerators, then decentralization would be the natural outcome
since policies and decisions in these two areas may not be similar. The important
question is not whether there should be decentralization, but decentralization to
what degree? In addition to decentralization being logistically superior in most
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situations, it is also advocated by many behavioural scientists as being more
democratic. Secondly, if all decisions are made at the top, then the lower
organizational members end up only as workers and not as innovators or thinkers,
and it inhibits the growth and development of personnel. On the other hand,
decentralization tends to create a climate whereby taking additional responsibilities
and challenges enable, the organizational members to receive executive training
for growth and development.

Factors Determining the Need for Centralization and Decentralization

The following factors determine the need of centralization and decentralization in a
business organization:

 Mission, goals and objectives of the organization: Certain types of
organizations such as universities and hospitals have a democratic power-
sharing structure and hence a decentralized form. On the other hand, the
goals and purposes of small businesses such as a restaurant and small-scale
industries would require a more centralised structure.

 Size and complexity of the organization: Large organizations with diverse
product line and conglomerates with companies involved in different fields
would find decentralization to be more effective due to limitations in
managerial expertise as well as increased executive workload in centralised
large organizations.

 Locations of target market: If the customers of an organization are
located far apart geographically, then decentralization would be more
appropriate since in such a case, the appropriate management resources
would be placed close to the customers, allowing quicker decisions and
faster customer service.

 Competency of top level management: If the top-level managers are
more knowledgeable and highly experienced as compared to lower-level
subordinates, then the tendency of the organizations is towards consolidation
of decision-making power at the central management level.

 Competency of subordinates: The prerequisite of effective decentralization
is the availability of trained, experienced and knowledgeable subordinates
who can be entrusted to evaluate the situation objectively and make
necessary decisions. If subordinates are not sufficiently trained in this area,
then decentralization is not advisable.

 Desirability of creativity in the organization: Donald Harper suggests
decentralization if creativity within the organization is desirable and necessary.
It gives the subordinates freedom to be innovative and find better ways of
doing things. This freedom is a highly motivational factor, which encourages
creativity.

 Time frame of decisions: The time frame for making decisions is different
in different situations. For example, an airline pilot has to make decisions in
a much shorter time frame than a committee establishing long-range planning
policies. Wherever on- the-spot decisions have to be made, the authority
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to make them must be delegated, thus encouraging decentralization. It is
understood that such subordinates are properly trained to make such
decisions before the authority is delegated. In addition, the significance of
the decisions is equally an important consideration. Major policy decisions
may have to be referred to the central management even if the time frame is
very short. For example, allowing a hostile airplane for emergency landing
may or may not be within the authority of the air controllers.

 Adequacy of communication system: If the communication system
provides for speedy and accurate transfer of information on which decisions
are based then centralization could be more effective. The introduction of
fast computers, telecommunication systems and data processing systems
have created a feasibility of making fast decisions and hence the argument
for centralization.

 Types of tasks: Certain tasks require so much coordination and precise
integration of activities that it is more effective if such coordination is done
from the central point, such as in production control or central purchasing.
Other tasks tend to be more independent, such as sales and these can be
decentralized.

 Existence of standing plans: If a description of clear-cut goals and
objectives and precise structured procedures and plans for solving routine
problems and making certain situational and operational decisions exists,
then the outcomes of the subordinate’s decisions can be easily predicted
and hence decentralization is more effective.

 External factors: Certain policies and activities that deal with the external
environment must remain the prerogative of the central management. These
policies relate to dealing with labour unions, community officials, lobbying
with the government and legislature, matters relating to national defence
contracts and so on. These factors necessitate centralization.

Advantages of Centralization

The following advantages are claimed for centralization:

 It is a means for adopting and enforcing uniform policies and it achieves
coordination and conformity since all decisions are made at one central
point.

 The quality of the decisions is expected to be higher since the top management
who make such decisions are much more experienced and knowledgeable
about organizational problems and situations than the subordinates who are
still ‘going through the mill’. Also, decisions made by subordinates in
decentralization may not be optimal for the entire organization since the
subordinates lack the wider perspective of the needs and issues of the
organization as a whole and tend to concentrate on the optimality of their
own units.

 Centralization makes it easier to achieve a balance among the activities of
different departments and functional areas. If the departments of production,
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marketing and finance, each went its own way, then each would try to make
decisions that would be beneficial to its own department, even at the cost of
other departments. This would be harmful to the organization as a whole.
The centralised system looks at these different sub-units as parts of the
whole unit and relates these sub-units to each other so as to maximise the
total benefits.

 Centralization results in the optimal utilization of human and physical
resources. One of the disadvantages of divisionalization and decentralization
is the duplication of efforts and resources for similar activities being conducted
by different sectors of the organization. For example, General Motors has
five divisions with each division having its own executives and separate
research facilities which would be combined under centralization.

 The Central management is better equipped to handle any emergencies that
might affect all the units of the organization. This emergency may be related
to policy matters or operational matters. This may be a breakthrough in
technology or a sudden change in the tactics of competitors. For example,
if one airline suddenly and drastically reduces its airfares, other airlines must
follow immediately to keep their market share. This can only be effectively
done through central management.

 Centralization provides for the services of staff specialists in those areas
where they are needed. Different units of the same organization independently
would not have the resources to provide for specialised services.

 Centralization can be highly motivating and morale boosting for executives.
It is better to be an important executive of the whole organization than only
of one unit. It provides prestige and power which strengthens the self-
confidence which in turn would be useful in decision making at time of a
crisis.

Advantages of Decentralization

The following advantages are claimed for decentralization:

 It relieves the top executive from excessive workload, since in
decentralization most of the routine managerial responsibilities are delegated
to subordinates. This gives the central management more time to concentrate
on planning, coordination, policymaking, control and so on.

 It provides foundations for development of future executives. The more
responsibility is given to subordinates, the more experience they will gain,
thus preparing them for higher positions. This makes promotions from within
more desirable because these newly promoted managers would be much
more familiar with the organizational problems and aspects.

 Decentralization is highly motivational for subordinates because it gives them
the freedom to act and freedom to make decisions. This gives them a feeling
of status and recognition and results in a feeling of dedication, commitment
and belonging. The behavioural scientists argue that such commitment leads
to higher productivity.
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 Decentralization leads to prompt actions and quick decisions, since the
matters do not have to be referred to the higher-ups and spending time for
their guidance, approvals or decisions. Also, the supervisors are much closer
to the points of operations and are in a position to know the problems more
accurately and are more likely to make the right decisions.

 Decentralization results in effective control over operations and processes.
In decentralization, the responsibility is much more specific and any mistakes
are easily traceable. This makes the accountability much more clear-cut
and hence controls much more effective. This would make the managers of
the units much more conscious of their duties resulting in higher productivity.
In can be seen that decentralization is advantageous in most situations and
unavoidable in large diversified organizations. To make decentralization more
effective, its concept must be clearly understood that it does not mean total
autonomy but only operational independence and the unit managers are
responsible to the central management for their actions and results. Perhaps,
the best form of decentralization would be centralised control with
decentralized responsibilities.

Check Your Progress

10. What are the disadvantages of line and staff type of organization?

11. How does the type of tasks determine the need of centralization and
decentralization in a business organization?

2.8 EFFECTIVE ORGANIZING

The word organization is used and understood widely in our daily lives. It has
been defined in a number of ways by psychologists, sociologists, management
theorists as well as practitioners. Let’s learn a little bit about the concept of
organization. Chester Barnard, a well-known management practitioner, nearly sixty
years ago, still remains popular among organization and management theorists.
According to him, an organization is, a system of consciously coordinated activities
or efforts of two or more persons. In other words, a formal organization is a
cooperative system in which people gather together and formally agree to combine
their efforts for a common purpose. It is important to note that the key element in
this rather simplistic definition is conscious coordination and it implies a degree of
formal planning, division of labour, leadership and so on. For example, if two
individuals agree to push a car out of a ditch, as a one-time effort, then these
individuals would not be considered as an organization. However, if these two
individuals start a business of pushing cars out of ditches, then an organization
would be created. More recently, Bedeian and Zamnuto have defined organizations
as ‘social entities that are goal directed, deliberately structured activity systems
with a permeable boundary’. There are four key elements in this definition:

 Social entities

 Goal directed
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 Deliberately structured activity systems

 Permeable boundary

Importance, Purpose and Scope

Organizing is the second major function of management. If planning involves the
determination and achievement of objectives, then organizing is the process of
selecting and structuring the means by which those objectives are to be achieved.
The organizing process deals with how the work is to be divided and how
coordination of different aspects is to be achieved and so on. We are truly a
society of organizations. All work has to be organized efficiently in order to use the
resources available to us in the most efficient manner. One reason for organizing is
to establish lines of authority. This creates order within the organization. Absence
of authority almost always creates chaotic situations and chaotic situations are
seldom productive—hence, the importance of organizing efforts well. Effective
organizations include coordination of efforts and such coordination results in synergy.

Synergy occurs when individuals or separate units work together to produce
a whole greater than the sum of the parts. This means that 2 + 2 = 5. Furthermore,
organizing is important to improve communication among the members. A good
organizational structure clearly defines channels of communication among the
members of the organization. Proper and correct communication is one of the
keys to success. Most people believe that organizations are social entities and
social forces such as politics, economics, and religion shape organizations. Some
organizational theorists suggest the opposite. They say that it is the large
organizations which influence politics and economics. Social class is determined
by rank and position within the organization. Organization is the essence of living.
An organized family is more productive than a disorganized family. All families
depend on business organizations for their livelihood.

Organizations shape our lives, and better managers can shape effective
organizations. However, it is not just the presence of organizations that is important
but also the knowledge of organizing. Consider how the Olympic games are
organized or how large airports are built. Without proper organization of people
and resources the project could not be successful. Consider the organization of
forces and resources during the Gulf War of 1991. All air assets reported to a
single army General. This enabled the extraordinary coordination of up to three
thousand flights a day. A new problem arose somewhere in the Gulf every minute
but the efficient organization of resources solved all these problems.

Principles of Organizing

The principles of organizing can be understood as:

 Principle of functional definition: Organizing requires the different duties,
responsibilities, authority and relationships to not only be identified clearly
but also be allocated to people in a systematic fashion. This clear definition
of relationships between managers and subordinates ensures that
coordination and organization occurs in a harmonious fashion.
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 Principle of supervision: This principle gives a guideline or structure as to
how many subordinates or junior employees can be handled or supervised
by a single manager. The span of control specifies their area of control in
the organizational structure. There can be two types of span of control:
wide or narrow. Each type of differentiation has its own benefits and
disadvantages. It is based on the cost of supervision, employee’s responses,
communication infrastructure, nature of job, etc.

 Principle of specialization: The division of work is done in an organization
to ensure that maximum efficiency is achieved. The work is divided or
delegated on the basis of skills, qualifications and abilities of the subordinates.

 Principle of scalar chain: The work flow or the chain of command in an
organization which follows the direction of top to bottom is known as the
scalar chain. It ensures easy organization, minimization of wastage, avoidance
of duplication of duty and many other benefits. Here the managerial and
subordinate hierarchy is clear at every stage.

 Principle of unity of command: This principle dictates that one subordinate
be answerable or accountable to one manager at a time. This ensures that
the unity of command in the sense that the responses and coordination are
very clear and prompt. There is effective utilization of resources and therefore
effective coordination and organization of functions. It also makes sure that
the communication is very clear and that there is stability in the organization.

Organizing Functions of Management

The organizing functions which are undertaken by a manager in an organization
are:

 Recognition and identification of tasks: This step requires the managers
to first be aware of all the activities or functions that are required to performed
in order to achieve the objectives of the organization. This involves every
activity like production, sales, record keeping, quality control, preparation
of accounts, inventory management amongst others.

 Departmentation of activities: After the identification of activities, it is
important that these are segregated and combined with different activities
so that all the tasks of similar nature are under one department.

 Authority and Delegation: Next to the departmentation function is
complete, it is time to clarify and designate the span of control of managers
overseeing these different departments and the various managers who will
be helping them carry out these functions in these departments. This is then
followed by the hierarchical division of authority to establish a chain of
command. It is this step which clarifies broad functions like policy making
for top managers, departmental supervision for middle level managers and
supervision of foreman by the low level managers.

 Coordination: An important organizing function of management is to ensure
co-ordination between different managers in the organization. This is
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important for the managers as they will be clear as to what becomes their
responsibilities and who they are accountable to in the organization. Once
the reporting chart of activities is clear, all the activities will go no smoothly.

Classifications of Organization

Organizations can be of many types but a broad classification of organizations on
the basis of their functioning includes the categories of a formal organization and
an informal organization.

A formal organization typically consists of a classical mechanistic hierarchical
structure. In such a type of structure, the position, responsibility, authority,
accountability and the lines of command are clearly defined and established. It is a
system of well-defined jobs with a prescribed pattern of communication,
coordination and delegation of authority. The informal organization, similar to
informal groups, on the other hand, comes into existence due to social interactions
and interpersonal relationships and exists outside the formal authority system without
any set rigid rules. Though unrecognized, it exists in the shadow of formal structure
as a network of personal and social relations, which must be understood and
respected by the management.

Check Your Progress

12. When does synergy occur?

13. What are informal organizations?

2.9 ORGANIZATIONAL CULTURE AND
GLOBAL ORGANIZING

Culture can be considered as a constellation of factors that are learned through
our interaction with the environment and during our developmental and growth
years. A growing baby learns a basic set of values, ideas, perceptions, preferences,
concept of morality, code of conduct and so on through family and cultural
socialization and such prevailing culture with which the member of the family is
associated determines many of the responses that an individual makes in a given
situation.

The organizational culture is a system of shared beliefs and attitudes that
develop within an organization and guides the behaviour of its members. It is also
known as ‘corporate culture’, and has a major impact on the performance of
organizations and especially on the quality of work life experienced by the employees
at all levels of the organizational hierarchy. The corporate culture consists of the
norms, values and unwritten rules of conduct of an organization as well as
management styles, priorities, beliefs and interpersonal behaviours that prevail.
Together they create a climate that influences how well people communicate, plan
and make decisions. Strong corporate values let people know what is expected of
them. There are clear guidelines as to how employees are to behave generally
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within the organization and their expected code of conduct outside the organization.
Also, if the employees understand the basic philosophy of the organization, then
they are more likely to make decisions that will support these standards set by the
organization and reinforce corporate values.

Global organizing requires a good understanding of the cultural differences
and proper management of organizational cultures in different units of the
organization. Although international business, to some degree, has existed for
centuries, the second half of the last century was most influential in bringing the
world closer to itself. The world, since 1950s has entered an era of unprecedented
global economic activity, including worldwide production, distribution and global
strategic alliances. More recently, in the last decade of the last century, India and
China have opened up for entry of multinational companies. Some other closed
markets under communism and social economies, such as one time Soviet Union
and Eastern Europe have joined the international economic arena. Some
multinational companies such as IBM, GE, BP and Siemens do business in more
than 50 countries. According to Mitroft, ‘For all practical purposes all business
today is global. Firms, industries and whole societies that clearly understand the
new rules of doing business in a world economy will prosper; those that do not
will perish.’

According to Adler and Bartholomew, some of the skills and approaches
required of global managers are as follows:

 Global perspective: A global manager should broaden his focus from
one or two countries to a global business perspective.

 Cultural responsiveness: He should become familiar, understand and
respect the diversity and variety of cultures in different countries. He
should also learn the dynamics of multinational interaction and situations.

 Cultural adaptability: In addition to cultural responsiveness, a global
manager should be flexible enough to adapt to the culture of the people
of the host country and be able to live and work with and among them.
He should indulge in cross-cultural communication on a day-to-day
basis, whether he is in the home country or the host country.

 Acquired broad foreign experience: He should be exposed to a variety
of experiences by serving in different countries, and this will expand his
horizons of thinking and interaction.

Understanding Cultural Differences

Accordingly, an international manager is trained to be culturally sensitive. Cultural
sensitivity implies that the individual has become sufficiently aware of these cultural
differences to function effectively without becoming openly judgmental or taking
sides with one group or the other.

People behave according to their values, beliefs and attitudes. From
organizational behaviour point of view, global managers must understand and
appreciate these values, beliefs and attitudes of the people of the host countries, in
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order to achieve success. Values are basic assumptions about how things should
be in a given society. They are collective convictions regarding good or bad,
important or trivial, ethical or non-ethical and so on. Values are ingrained in the
social fabric and are difficult, if not impossible to change. Hindus do not eat beef
because cow is considered holy. Muslims do not eat pork because it is considered
unclean. Sikhs do not smoke because it is considered anti-social. These are values
that have existed for centuries. In most Islamic countries, women are expected to
cover themselves from head to toe. In Saudi Arabia, women are not allowed to
drive a car. Even where they are allowed to work, it is with the permission of their
husbands and the husbands are interviewed for jobs for their wives.

Beliefs are conscious assertions about what is right or wrong, good or bad
or the way of doing things. Even within a given society or religion, there may be
different beliefs. Hindus, for example, believe in different deities, even though all of
them belong to the same religion. Among them, some believe in eating meat, others
do not. McDonalds restaurants do not sell hamburgers in India. Brahmins are
strictly vegetarian. Knowledge about beliefs of natives in a given country helps
organizations in avoiding some costly mistakes.

Attitudes define proper behavior of individuals and these are also generally
formed within the context of social values and group beliefs. Attitudes are important
in understanding the psychology of individual relationships. An influential person
with a bad attitude can create problems for the organization. Collective attitude of
a government, for example, towards foreign investment can encourage or
discourage the extent of foreign direct investment (FDI).

2.10 COORDINATION FUNCTION IN
ORGANIZATION AND
INTERDEPARTMENTAL COORDINATION

Coordination is a synchronization of group efforts to achieve a common objective.

According to E. F. L. Brech, ‘Coordination is balancing and keeping together
the team by ensuring suitable allocation of tasks to the various members and seeing
that the tasks are performed with due harmony among the members themselves.’

According to Me Farland, ‘Coordination is the process whereby an executive
develops an orderly pattern of group efforts and secures unity of action in the
pursuit of common purpose.’ This definition views coordination as the task of
integrating the individual needs with organizational goals through proper linking.

Coordination is the centre point of managerial tasks. For example, planning
is ineffective if departmental plans are not properly integrated and coordinated
and it is required in each managerial function.

Figure 2.7 shows that every function of management should be coordinated
in order to achieve the objectives.
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Fig. 2.7 Functions of Management

Characteristics of Coordination

Following are the characteristics of coordination:

 Coordination is not a distinct function. It represents the core of management.

 The purpose of coordination is to achieve the common objective.

 Coordination is a continuous and an ongoing process.

 Coordination does not arise spontaneously or by force. It is the result of
concerted action.

Need for Coordination

Existence of disintegrating forces emphasizes the need for greater coordination
among various divisions of an enterprise. The disintegrating forces may act as
barriers to effective coordination. The factors that emphasize on the need for
coordination are:

 Increasing specialization: Coordination becomes essential when the
principle of specialization has been practised in a work area. The activities
of the unit may be divided on the basis of product, function, region or some
other form. Every employee is mostly concerned about his/her unit’s
performance. It results in conflicting interests within the same organization.
A good coordination paves the way for effective integration of efforts of all
people for the accomplishment of a common goal.

 Empire building motive: Each employee is motivated by his performance
in the unit. As a result, this kind of attitude may fulfil his personal and
professional ego but isolate him from others. Organizational goals cannot
be accomplished with this kind of tendency. Coordination is essential to
ease out this situation.

 Personal conflicts between employees: Personal rivalries, jealousies and
politics among the employees in the work situation are bound to create
problems to the management. For example, conflicts between any two
divisions or departments of the organization create problems in the smooth
functioning of an organization. Coordination helps in harmonizing group
efforts within the organization.
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 Subordination of individual interest to that of organizational interest:
Individual interests are important for developing loyalty, integrity, hard work,
initiation and motivation. Organizational interests are much more important
than individual interests. For achieving organizational interest, subordination
of individual needs is a must as organizational goals are prior to individual
goals. The purpose of coordination is to attain the organizational interest.

 The importance of coordination need not be over emphasized. The primary
task of management is to coordinate all the activities effectively. It is a creative
force through which employees are encouraged to contribute to group goals
voluntarily, willingly and enthusiastically. Coordination allows personal and
social satisfaction among employees.

Types of Coordination

Depending upon the nature, coverage and flow, coordination may be divided into
the following:

 Internal and external coordination

 Vertical and horizontal coordination

 Procedural and substantive coordination

A. Internal and External Coordination

Coordination between units of the same organization is termed as internal
coordination. It summarises the activities of different units so as to make the
coordination in the organization more effective. Organizations are not free from
the influence of external environment. External environment includes technology,
competition, market forces, customers and Government policies. External
coordination tries to coordinate all these forces to the advantage of an organization.

B. Vertical and Horizontal Coordination

Coordination between different levels of hierarchy down the line is termed as
vertical coordination. It ensures that all levels of people, from top to the bottom,
work in harmony. It is greatly facilitated by a technique like delegation of authority
to the lower levels of hierarchy. Coordination between people of the same cadre
and between different departments at the same level is termed as horizontal
coordination.

C. Procedural and Substantive Coordination

Procedural coordination implies the generalised description of the behaviour and
relationship of the member of the organization. On the other hand, substantive
coordination is concerned with the content of organizational activities.

Principles of Coordination

Mary Parker Follet has laid down the following four principles for effective
coordination. These principles help every manager in discharging his functions.

 Early Start: The task of coordination becomes relatively easy if it starts at
the planning stage. Free exchange of ideas helps in clearing doubts and
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removing misunderstanding. Hence, plans must be prepared in consultation
with all people. Plans become successful if coordination is practised at an
initial stage. Securing coordination becomes impossible at later stages like
execution of work.

 Direct Personal Contact: Coordination stresses the importance of direct
contact in removing conflicts and misunderstanding. Effective coordination
is best achieved through direct personal contact. Direct communication is
the most effective way to convey real feelings to facilitate greater
coordination.

 Continuity: Coordination is an unending process. The management has to
continuously strive hard to maintain perfect balance among different units/
people. Continuous coordination helps the manager to adjust the cooperative
activities of employees to minimize wastages, misunderstanding and apathy.

 Integration: The fourth principle of coordination calls for integration of
efforts for achieving a common purpose. For this purpose, coordination
demands integrated relationship among all the concerned people.

Interdependence and coordination

Coordination influences all functional activities of management. In a similar way,
all other activities influence coordination. This is termed as interdependence.
Interdependence is imperative for the success of any organization. James D.
Thompson has categorized interdependence of work units under three heads:

 Pooled Interdependence: When departments or divisions of an
organization are not directly dependent on each other, but indirectly
responsible for the overall performance of the enterprise, it is termed as
pooled interdependence. It represents a situation where failure of one unit/
division leads to the failure of the entire enterprise. Each unit/department
makes its own contribution and supports the main system in its own way.

 Sequential Interdependence: It refers to a situation where the output of
one department becomes the input of the other. This type of interdependence
usually exists in the process industry.

 Reciprocal Interdependence: It refers to two-way interdependence. Here,
the output of one becomes the input of the other and vice-a-versa.

Approaches for Achieving Effective Coordination

Different organizations adopt different mechanisms for achieving effective
coordination. There is no single method of coordinating the managerial activities
that can be universally acceptable. J.D. Thomson has identified three important
categories of approaches for achieving effective coordination:

1. Integration through standardization: It involves the development of
standard rules and procedures through which the job holders/ departments
have to direct their activities in order to ensure consistency in operations.

2. Plans and schedules: Separate plans and schedules may be prepared for
each department or unit. At the corporate level, all plans are merged and
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integrated so as to obtain optimum results. Coordination becomes easy
since departmental plans are flexible than standards.

3. Mutual adjustments: Activities of the company are coordinated through
mutual adjustments among the sister units/departments on a contingency
basis. Here cooperation is assured between the needy units for the purpose
of getting things done.

In traditional organizations, coordination is achieved through standardisation
and planning. In the usual methods of coordination, complicated system of rules
and procedure are created for sorting out recurring problems. These rules are
followed by the traditional and bureaucratic organization.

Traditional organizations could be advantageous by following the rules of
coordination among various units of the organization. But, the traditional approach
of coordination is inadequate to meet the requirements of a modern organization
under a dynamic environment. More sophisticated methods have been developed
by the researchers for the purpose of improving coordination. John Child suggested
the following forms of coordination for improved functioning of the organization.

 For understanding the business problems and offering solutions, direct
contact between managers and employees facilitates greater coordination.

 While too much understanding is required between employees and
departments, liaison officers can be appointed for better coordination.

 Special committees can be formed to deal with the recurring problems
of inter departmental conflicts.

 In an organization, it is difficult to coordinate several divisions and
activities in a systematic manner. To ease out this problem, a coordinating
department may be created within the organization on par with other
departments to perform this special function.

Matrix type of organization helps in developing effective coordination. - In
this type of organization, functions of some of the personnel may be integrated
with the functions of other departments. It helps encourage effective understanding
between various divisions or departments within the organization. This facilitates
higher degree of coordination among the member units of an organization.

Van de Ven has proposed three approaches for effective coordination. They
are summarized as follows:

 Impersonal mode: This model predicts designing of rules, procedures
and programmes suitable for smooth functioning of the organization.

 Personal mode: Here, human beings are encouraged to find out how
things are going on and to discriminate what to do and what not to do
through effective feedback. Personal involvement surely contributes to
effective coordination.

 Group mode: When operations are large, a single individual cannot
coordinate properly. This model suggests the establishment of committees,
task forces and meetings. The logic behind this approach is that ‘two
brains can think better than one brain.’
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The coordination depends upon factors like size of the organization,
complexity of its work, nature of work force, certainty and uncertainty conditions,
delegation of authority. The process of coordination becomes useful and meaningful
only with the delegation of appropriate authority.

In order to minimize the problems of overriding departmental interest for
the organizational objective, effective coordination is needed. For example, a finance
manager may issue direction that no overtime allowance is paid to the workers.
While the production manager issues another direction for entitling overtime
allowance to employees for completing the production target. This situation results
in misunderstanding and conflicts and a solution for this type of problem lies with
effective coordination among member departments.

To sort out all these coordination problems, big organizations are now
creating separate departments for coordination. New rules and procedures may
be developed to minimize problems like red-tapism overriding goals, blind loyalty
and friction.

Techniques of Coordination

Following are the techniques of effective coordination:

1. Sound planning: The first important condition for effective coordination is
unity of objective. Planning helps in achieving goals with the combined effort.
Sound planning sets clear-cut objectives, synchronized policies and unified
procedures ensuring uniformity of action.

2. Simplified organization: The organization structure should be clearly defined
from top authority level to bottom. Clearly defined authority and responsibility
reduce conflicts within the organization.

3. Effective communication: Communication is the key to coordination. Open
and regular communication helps in interchange of opinions and resolving
differences between the management and employees. Thus, communication
develops mutual understanding among the employees.

4. Effective supervision: Effective supervision helps in achieving coordination
at the planning and execution stage. A good supervisor inspires his
subordinates to strive for the common objective. Sound supervision
persuades subordinates to have a common outlook towards the goal and
resolves the differences of opinion.

5. Associated departments: For effective coordination contacts between
associated departments is necessary. For example, the production, sales
and marketing departments are interdependent. Therefore special
coordinators should be appointed to coordinate the activities of different
departments within the specified period of time.

Check Your Progress

14. What do you mean by cultural sensitivity?

15. State the main characteristics of coordination.

16. What do you mean by sequential interdependence?
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2.11 MANAGERIAL ETHOS

The ethical manager focuses on developing and adhering to ethical goals, motives,
standards, and general operating strategies. The use of power is basically to pursue
fair and just ends. Laws are taken as the minimum standards of conduct. Ethical
management is essentially unselfish and not prone to self-serving politics. Ethical
management does not believe in compromising performance; in fact, it promotes
enduring self-interest.

Ethical managers support their people, recognize their accomplishments,
are sensitive to their fears and needs, communicate confidence in the organization’s
purpose and products, and use power and politics in a justifiable way.

Unethical management

The unethical manager is not only devoid of ethical principles, but also actively
opposed to what is ethical (Carroll 1987). For unethical managers, selfishness is
paramount, whether they are focusing on using power for personal gain or
maximizing short-term gains for the firm. Senior managers of Beech-Nut, the baby
food company, deliberately moved inventories of bottled sugar water (deceptively
labelled as apple juice) from warehouse to warehouse in efforts to evade Food
and Drug Administration investigators. They were knowingly engaging in unethical
(and illegal) behaviour (Welles 1988). Unethical managers have a tendency to cut
corners and conceal the facts as they are obsessed with personal power. This
seems to be the case with tobacco-industry executives proclaiming that their product
is non-addictive, and yet their proprietary research has revealed for decades the
addictive capacity of tobacco.

An unethical manager also lacks any moral sensibility whatsoever. He can
have either an intentional or an unintentional approach to ethical issues. The
intentionally unethical manager will deliberately keep ethics out of personal decisions
within the organization.

The unintentionally unethical manager does not give any thought to ethical
principles at all. He may lack ethical principles and thus not reflect on the broader
consequences of how power is used.

One of the greatest dangers of unethical management is that decisions are
made without anticipating the negative consequences. Some of the examples include
Nestlé’s decision to market concentrated baby formula in underdeveloped countries
with impure water or police department’s decision on height and weight
requirements that effectively exclude many persons from ethnic groups that, on
average, are slight in stature (Carroll 1987).

Advancements in technology have posed a new ethical challenge. Technology
now permits supervisors to eavesdrop on their staff ’s phone conversations and to
secretly observe computer screens or even type in warnings when they see something
they do not approve of (Bylinsky 1991). Whether the employee is a reservation
agent or stockbroker, such use of power invades privacy with an aura of ‘Big
Brother is watching you’.
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Electronic eavesdropping is not only a questionable use of power, but it can
accentuate negative feedback and lead to the overuse of punishment to boost
performance.

Role of Organizational Culture in Ethics

Business ethics, as we have learnt before, is the application of ethical values to
business behaviours. It applies to the code of conduct of an organization and,
therefore, relates to its culture. Literature has suggested three sources of business
ethics, that is, structure and culture of the organization, business category, and the
culture of societal system that envelops the organization (Krishna and Tandan
2002).

As an organization grows and achieves success, the members of the
organization begin to take things for granted, and values and norms drop out of
conscious awareness and tend to become basic assumptions. In such circumstances,
any organization that promotes ethical norms will generate ethical behaviours from
their employees and the one which does not do so becomes unethical. It has been
mentioned earlier that the role of leadership is very important in shaping the culture
of an organization (Sherwood 1988). If the leader or the top management exhibits
correct behaviour, it helps to foster ethical behaviours in organizations. The role of
ethical leadership has been recognized recently by Ciulla (1998). In a decision-
making situation the choice made by the leader is governed by his ethical orientation.
Few universally accepted principles that govern the issue of ethics and morality in
organizations are fairness, honesty, integrity, trustworthiness, respect, and citizenship
(Beauchamp and Bowie 1988; Kouzes and Posner 1995). These principles are
the guideposts that influence their ethical conduct. Thus, ethical behaviours of
managers in an organization influence and reflect its culture.

Ethical decisions taken by the leader became the defining moments for the
organization (Srinivasan 2003). They have a profound impact on the culture of the
organization as they are the real reflection of what an organization actually does
rather than what it proposes to do. They give an impression to the employees and
the market outside about the real culture of the organization.

Ethics Committee in the Organization

With the increase in the significance laid upon ethics in management practices in
recent times, ethics committees are gaining prominence in several organizations.
Ethics committee are made internally with executives from different departments
of the organization. The main role of the ethics committee in any organizational can
be summed up as follows:

 Compliance: One of the most basic functions of ethics committee in an
organization is to ensure that ethical principles of functioning in different
departments in tune with the company policies and standards. It is relevant
in all departments to ensure that all the activities which are undertaken in an
organization follow the code of ethics and all the rules and regulations.

 Review and Discipline: Ethics committee in an organization needs to make
sure that it takes corrective and appropriate action whenever there is a
violation of ethics in any department of the organization as per the company
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policies. Apart from doling out punitive actions, the ethics committee must
also ensure that they are reviewing any loopholes in the overall policy and
suggesting changes to the required authority in the interest of all the employees
in the organization.

 Conflict resolution: When various departments work together in an
organization, there are bound to be conflicts related to varied issues and
between different levels of employees. The ethics committee in such cases
steps in as an arbitrator to resolve the conflict as per the company guidelines
and set up new guidelines in areas where work has not been done.

 Feedback: The ethics committee also needs to keep the ethical policies of
the company updated and not wait for conflicts or loopholes to spring up. It
is within the ethics committee’s ambit to get input from different levels of
management and incorporate positive recommendations.

 Awareness: It is the ethics committee’s function to organize sessions and
make the employees aware of their duties and rights.

2.12 HUMAN FACTORS AND MOTIVATION

Motivated people are in a constant state of tension. This tension is relieved by
drives towards an activity and outcome that is meant to reduce or relieve such
tension. The greater the tension, the more activity will be needed to bring about
relief and hence higher the motivation. Thus the basic motivation process can be
depicted as follows:

The concept of motivation has 3 basic characteristics. These are:

Effort: The amount of effort put into the activity identifies the strength of
the person’s work related behaviour. Hard work usually reflects high motivation.
A student who works very hard to get top grades can be referred to as highly
motivated. A professor who is engaged in research and publishes many high quality
articles is exerting extensive effort relating to his job.

Fig. 2.8 Process of Motivation
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Persistence: Motivation is a permanent and an integral part of a human
being. Its second characteristic is persistence in the efforts. Motivation is
continuously goal directed so that once a goal is achieved, a higher goal is selected
and efforts are exercised towards this higher goal. For example, a professor who
published simply to get a promotion and then stops or reduces research efforts
would not be considered as highly motivated. Accordingly, high motivation requires
persistent efforts.

Direction: Persistent hard work determines the quantity of effort while
direction determines the quality of the anticipated output. All efforts are to be
directed towards the organizational goal. This would ensure that the persistent
effort is actually resulting into accepted organizational outcomes. For example, a
quality control inspector is consistently expected to direct his efforts in discovering
defects in the produced items so that the organizational goal of high quality output
is met.

As an example, let us assume that a professor has established a goal for
himself to get a promotion and monetary raise in order to improve upon his standard
of living. Thus the professor will shape his behaviour to achieve that goal. He will
choose a course of action designed to obtain promotion. This course of action
may comprise five published articles or one published book. He will be highly
motivated and will put in persistent efforts in research and publish the desired
number of articles or the book.

Once the promotion has been obtained, the professor will re-evaluate his
achievement relative to his initially established objective. If the pay raise is not
adequate and there are grounds for further promotion and pay raise, the professor
will establish a higher goal and strive towards it. This example fits the basic
motivational process as follows:

In the above example, if the motivator (publishing) does not serve the required
purpose then the professor will look at other alternatives as motivators such as
service to the college and community, student guidance and curriculum development
and good interactive relations with peers and superiors. Thus the motivation process
involves the following steps.

1. Analysis of situation: The situation that needs motivational inducement
must be sized up so as to ascertain the motivational needs. From
organizational behaviour point of view, it must be recognized that since
the needs of different employees differ both in nature as well as intensity,
a composite view of the collective needs of the group is established with
appropriate recognition of differences in individual needs.

2. Selecting and applying appropriate motivators: A list of all devices
of motivation is drawn and a selection made of such motivators that
motivate different types of people under different circumstances. Proper
timing and the extent of motivation is also to be considered. The individual
goals should be given adequate attention within the framework of group
goals and the organizational goals.
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Fig. 2.9 Process of Motivation for as Employee

3. Follow-up: It is important to know that the motivators selected are
indeed providing the desired motivation. This can be accomplished by
getting and evaluating the feedback. If these motivators are not showing
the optimum effect, then alternative motivators should be selected and
applied.

Theories of Motivation

There are basically two types of theories that relate to and define the motivational
processes. These are the ‘content theories’ that attempt to determine and specify
drives and needs that motivate people to work and ‘process theories’ that attempt
to identify the variables that go into motivation and their relationship with each
other. These theories are described in greater detail.

The content theories have been developed to explain the nature of motivation
in terms of types of need that people experience. They attempt to focus on factors
within a person that initiate and direct a certain type of behaviour or check certain
other type of behaviour. The basic idea underlying such theories is that people
have certain fundamental needs, both physiological and psychological in nature,
and that they are motivated to engage in activities that would satisfy these needs.
Thus the nature of needs establishes the nature of motivation that results in a specific
behaviour aimed at reaching the goal of satisfying such needs.

While ‘need theories’ of motivation concentrate upon ‘what’ motivates
persons, ‘process theories’ concentrate upon ‘how’ motivation occurs. These
theories identify the variables that go into motivation and their relationship with
each other. Some of these theories are explained in more detail as follows.

Some of the more important content and process theories are covered in
forthcoming sections.

McGregor’s Theory X and Theory Y

Douglas McGregor (1906–64) was a professor of industrial management at
Massachusetts Institute of Technology (MIT) for most part of his career. His
contribution to management thought lies in his proposal that a manager’s
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assumptions about the role of employees determines his behaviour towards them.
According to him, the classical organization – with its highly specialized jobs,
centralized decision-making and communication from top downwards through
the chain of command was not just a product of the need for productivity and
efficiency, but instead it was a reflection of certain basic managerial assumptions
about human nature. These assumptions, that McGregor somewhat arbitrarily
classified were designated as Theory X. Theory X identified the classical approach
to management based upon the ideas generated in the late 1800s and early 1900s,
and was primarily based upon the assumption about economic rationality of all
employees. This evolved around the classical assumption of Adam Smith that
people are motivated by economic incentives and they will rationally consider
opportunities that provide for them the greatest economic gain. To the classical
thinkers, an efficiently designed job, efficiency centred organization and proper
monetary incentives to workers were the proper tools of motivation.

This approach was effective because it was a product of its times. In the
late nineteenth century and early twentieth century, technology change was relatively
slow and predictable, labour was abundant, competitors were known and
productivity was the main focus.

This approach was based on the following assumptions.

Theory X Assumptions

1. Most people dislike work and avoid it whenever possible.

2. They need to be directed, controlled and threatened with punishment in
order to move them to work and achieve organizational goals.

3. An average person is lazy, shuns responsibility, prefers to be directed, has
little ambition and is only concerned with his own security.

4. Most people avoid leading and want to be led and supervised. They are
unwilling to accept responsibility.

McGregor believed that managers who hold Theory X assumptions are
likely to treat workers accordingly. These managers practice an autocratic
management style and may use the threat of punishment to induce employee
productivity. The communication is primarily directed downwards and the
environment is characterized by minimal manager-employee interaction.

In contrast, Theory Y emphasizes management through employee input and
delegation of authority. According to Theory Y, managers make the following
assumptions.

Theory Y Assumptions

1. Work is natural to most people and they enjoy the physical and mental
effort involved in working, similar to rest or play.

2. Commitment to goals and objectives of the organization is also a natural
state of behaviour for most individuals.

3. They will exercise self-direction and self-control in pursuit and achievement
of organizational goals.
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4. Commitment to goals and objectives is a function of rewards available,
especially the rewards of appreciation and recognition.

5. Most people have the capacity for innovation and creativity for solving
organizational problems.

6. Many individuals seek leadership roles in preference to the security of being
led.

Managers who hold Theory Y assumptions treat their workers as responsible
persons and give them more attitude in performing their tasks. Communication is
multidimensional and managers interact frequently with employees. These managers
encourage innovation and creativity, minimize the use of supervision and controls
and redesign the work to make it more interesting and satisfying with regard to
higher level needs of workers such as self-esteem and self-actualization. They
integrate individual goals and organizational goals so that with commitment and
dedication, both goals are achieved at the same time.

Compared to Theory X, Theory Y has the greater potential to develop
positive job relationships and motivate employee performance. It must be
understood, however, that in some situations where workers do require close
supervision and greater controls, Theory X assumptions are more effective in
achieving organizational goals.

Maslow’s Hierarchy of Needs Theory

Maslow’s ‘needs hierarchy theory’ is probably the most widely used theory of
motivation in organizations. Abraham Maslow suggested that people have a complex
set of exceptionally strong needs and the behaviour of individuals at a particular
moment is usually determined by their strongest need. He developed his model of
human motivation in 1943, based upon his own clinical experience and formulated
his theory of hierarchical needs by asking the same question, ‘What is it that makes
people behave the way they do?’ and made a list of answers from which he
developed a pattern. His theory is based upon two assumptions. First that human
beings have many needs that are different in nature ranging from the biological
needs at the lower level that is the level of survival, to psychological needs at the
upper extreme that is the level of growth. Second that these needs occur in an
order of hierarchy so that lower level needs must be satisfied before higher level
needs arise or become motivators. Mahatma Gandhi, the Indian leader, once
remarked that ‘even God cannot talk to a hungry man except in terms of food.’-
Similarly, there is a quotation from the Holy Guru Granth Sahib, the holy scripture
of Sikhs in India that quotes a holy man saying to God, ‘Take you rosary beads
away. I cannot worship and meditate on you when I am hungry’. This means that
if the people’s basic needs that are biological in nature are unsatisfied, than their
total attention will be focused upon these needs and it will not be possible to
communicate with them about other matters.

This model of hierarchical needs explains human behaviour in a more
dynamic and realistic manner and is primarily based upon people’s inner states as
a basis for motivation and the environmental conditions do not play any significant
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role. Maslow postulates five basic needs arranged in successive levels. These
needs continue to change resulting in change in goals and activities. These five
needs are arranged in the form as shown. The first three levels of needs at the
bottom are known as ‘deficiency’ needs and they must be satisfied in order to
ensure the individual’s very existence and security and make him fundamentally
comfortable. The top two sets of needs are termed ‘growth’ needs because they
are concerned with personal growth, development and realization of one’s potential.

Fig. 2.10 Maslow’s Model Hierarchy of Needs

These needs are explained in detail as follows.

Physiological needs

The physiological needs form the foundation of the hierarchy and tend to have the
highest strength in terms of motivation. These are primarily the needs arising out of
physiological or biological tension and they are there to sustain life itself and include
the basic needs for food, water, shelter and sex. Sexual need and desire is not to
be confused with that which is at the third level. Once these basic needs are
satisfied to the degree needed for the sufficient and comfortable operation of the
body, then the other levels of needs become important and start acting as motivators.

Security and safety needs

Once the physiological needs are gratified, the safety and security needs become
predominant. These are the needs for self-preservation as against physiological
needs that are for survival. These needs include those of security, stability, freedom
from anxiety and a structured and ordered environment. These safety and security
needs are really provisions against deprivation of satisfaction of physiological needs
in the future. It also involves a sense of protection against threats and danger of
losing the job in the future. In a civilized society such as ours, a person is usually
protected from threats of violence or extremes in climate or fear of material safety,
so that the safety and security needs dwell upon economic and job security, life
and medical insurance and other protective measures to safeguard the satisfaction
of physiological needs in the future that may be unpredictable.

Love and social needs

After the needs of the body and security are satisfied, a sense of belonging and
acceptance becomes prominent in motivating behaviour. These needs include the
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needs for love, friendship, affection, and social interaction. We look for an
environment where we are understood, respected and wanted. That is one reason
for ‘polarization’ where people of similar background and beliefs tend to group
together. ‘Love they neighbor’ has perhaps a profound meaning.

Esteem needs

The need for esteem is to attain recognition from others that would induce a feeling
of self-worth and self-confidence in the individual. It is an urge for achievement,
prestige, status and power. Self-respect is the internal recognition. The respect
from others is the external recognition and an appreciation of one’s individuality as
well as his contribution. This would result in self-confidence, independence, status,
reputation and prestige. People then would begin to feel that they are useful and
have some positive effect on their surrounding environment.

Self-actualization needs

This last need is the need to develop fully and to realize one’s capacities and
potentialities to the fullest extent possible, whatever these capacities and
potentialities may be. This is the highest level of need in Maslow’s hierarchy and is
activated as motivator when all other needs have been reasonably fulfilled. At this
level, the person seeks challenging work assignments that allow for creativity and
opportunities for personal growth and advancement.

This need is for soul searching and is inner-oriented. A self-actualized person
is creative, independent, content, and spontaneous and has a good perception of
reality. He is constantly striving to realize his full potential. Thus, ‘what a man “can”
be, “must” be’.

Maslow’s model is a general model in which all needs interact with each
other to some degree. Needs are not necessarily linear, nor is the order of needs
so rigid. The relative dominance of many needs is variable and is continuously
shifting. For example, a self-actualized person may shift his priority to social needs
and love needs instead of prestige and status, if suddenly there occurs a vacuum
due to loss of a loved one. Similarly, a person may not go to the higher need, even
when his lower needs are satisfied. It is also likely that a well-prepared elite person
may decide to enter a commune where there is overwhelming emphasis on love
and affection rather than climb the corporate ladder.

Maslow’s theory made management aware that people are motivated by a
wide variety of needs and that management must provide an opportunity for the
employees to satisfy these needs through creating a physical and conceptual work
environment, so that people are motivated to do their best to achieve organizational
goals.

The first level needs in the hierarchy, the physiological needs can be satisfied
through such organizational efforts and incentives as adequate wages and salary,
acceptable working conditions in order to improve comfort, and avoid fatigue,
more leisure time and acceptable work environment in terms of lighting, ventilation,
rest rooms, working space, heat and noise level. Some bonuses and other fringe
benefits will be highly motivational.
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The second level needs of safety and security can be satisfied through
management’s initiative to provide life insurance, medical insurance, job security,
cost of living increments, pension plans, freedom to unionize, and employee
protection against automation. The economic security to some degree is provided by
law in the form of minimum wages, unemployment benefits, and welfare benefits.
Similarly, unions protect employees against discrimination and indiscriminate firing.

Since first level physiological needs and second level security needs are
primarily met by business, industrial, societal and legal environment, management
must take steps to satisfy higher level needs and must establish as to which of
these needs are the stronger sources of motivation.

When the third level needs of love and affiliation become motivators, then
people find an opportunity in their work environment for establishing friendly
interpersonal relationships. The management can satisfy these needs by:

 Providing opportunities for employees to interact socially with each other
through coffee breaks, lunch facilities and recreational activities such as
organized sports programmes, company picnics and other social get
togethers.

 Creating team spirit by keeping work groups informal wherever possible
with friendly and supportive supervision.

 Conducting periodic meetings with all subordinates to discuss matters
pertaining to personal achievements and contributions as well as
organizational developments.

The fourth level needs of self-esteem involve a feeling of satisfaction and
achievement and recognition for such achievement. The management can take the
following steps to satisfy these needs:

 Design more challenging tasks and provide positive feedback on
performance of employees.

 Give recognition and encouragement for performance and contribution
and delegate additional authority to subordinates.

 Involve subordinates in goal setting and decision-making processes.

 Provide adequate training and executive development programmes to
help employees successfully accomplish their goals and increase their
competency on their jobs.

 Provide some of the symbols for status and respect, such as executive
level job title, private secretary, privileged parking, promotion, company
car, stock options and write-ups about achievements in the company
newsletters.

The fifth and top-level needs of self-actualization demand growth and
creativity and the management can take the following steps to satisfy these needs.

 The employees should be given an opportunity to shape their own jobs.

 Give employees the freedom of expression. This will open the channels
of communication further and give the employees an opportunity to get
involved.
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 Encourage and develop creativity among employees. Creativity is tied
in with freedom of expression and freedom of movement.

Maslow believed that from the point of organizational behaviour, the
management should strive to create an organizational hierarchy. Research has
established that top managers generally are more able to satisfy their higher level
needs than lower level managers who have more routine jobs. Blue collar workers
who have very little freedom over job operations may not even experience the
higher level need.

Check Your Progress

17. What is the main danger associated with unethical management?

18. Why is effort significant in the concept of motivation?

19. What is the basic idea underlying the content theories?

2.13 LEADERSHIP

Leadership is an essential component of management and plays a crucial role in
managerial functions. Energetic and efficient leadership is the single feature that
distinguishes between successful and unsuccessful organizations. Perchance, it would
not be an invalid presumption to affirm that the chief reason of many business
leaders, although management chiefly depends on official status authority to
manipulate people while leadership stems from the process of social influence.
However, management is an integral component of technical as well as social
processes.

It is important to have the element of willingness in the above definition. This
element differentiates successful and effective leaders from the ‘common run of
the managers’. Motivating and influencing people to move towards a common
goal are all essential elements of management but the ‘willingness’ of the followers
to be led highlights a special quality that puts a leader high above others.

Leadership styles

Leadership styles can be classified according to the philosophy of the leaders.
What the leader does determines how well he leads. A style of leadership is a
‘relatively enduring set of behaviour which is a characteristic of the individuals,
regardless of the situation.’ Some of the more significant leadership styles are
discussed as follows:

1. Autocratic or Dictatorial Leadership

Autocratic leaders keep the decision making authority and control in their own
hands and assume full responsibility for all actions. They structure the entire work
situation in their own way and expect the workers to follow their orders. They
tolerate no deviation from their orders. The subordinates are required to implement
the instructions of their leaders without question. They are entirely dependent on
their leader and the output suffers in the absence of the leader.
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The autocratic leadership style ranges from tough and highly dictatorial to
paternalistic, depending upon whether the leader’s motivational approach is threat
and punishment or appreciation and rewards. In highly autocratic situations, the
subordinates develop a sense of insecurity, frustration and low morale. They are
induced to avoid responsibility, initiative and innovative behaviour. The autocratic
leader believes that his leadership is based upon the authority conferred upon him
by some source such as his position, knowledge, strength or the power to punish
and reward.

2. Participative or Democratic Leadership

In this type of leadership, the subordinates are consulted and their feedback is
taken into the decision-making process. The leader’s job is primarily of a moderator,
even though he makes the final decision and he alone is responsible for the results.
The management recognizes that the subordinates are equipped with talents and
abilities and that they are capable of bringing new ideas and new methodologies to
the work setting. Thus, the group members are encouraged to demonstrate initiative
and creativity and take intelligent interest in setting plans and policies and have
maximum participation in decision making. This ensures better management-labour
relations, higher morale and greater job satisfaction. This type of leadership is
especially effective when the workforce is experienced and dedicated and is able
to work independently with least directives, thereby developing a climate which is
conducive to the growth and development of the organization as well as the
individual’s personality.

3. Laissez-Faire or Free-Reign Leadership

In this type of leadership, the leader is just a figure-head and does not give any
direction. He delegates the authority to subordinates so that they must plan,
motivate, control and otherwise be responsible for their own actions. The leader
acts principally as a liaison between the group and the outside elements and supplies
necessary materials and information to the group members. He lets the subordinates
develop their own techniques for accomplishing goals within the generalized
organizational policies and objectives. The leader participates very little and instead
of leading and directing, he becomes just one of the members. He does not attempt
to intervene or regulate or control and there is complete group or individual freedom
in decision-making. This type of leadership is highly effective when the group
members are highly intelligent and are fully aware of their roles and responsibilities
and have the knowledge and skills to accomplish these tasks without direct
supervision.

This type of leadership is evident in research laboratories where the scientists
are fairly free to conduct their research and make their decisions. Similarly, in a
university or a college, the chairperson of a division does not interfere in the
professor’s teaching method, but only assigns the courses to be taught. From then
onwards, the professors are very much their own leaders.
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2.14 COMMITEES

While many organizations have been successful due to only one person at the top
making decisions, committees and task forces have become more and more
necessary as the organization grows into complexity. Because of collective
information and analysis, committees are more likely to come up with solutions to
complex problems. For those reasons, most of the major companies have formal
committees in one form or another.

Advantages of Committees

The advantages of committees are:

 Pooling of opinions: Since members bring in different backgrounds, values,
viewpoints and abilities, these wide-ranging abilities result in greater
knowledge base, which results in better quality decisions. Additionally, group
deliberations generally ensure a thorough consideration of problems from
all angles and alternative points of view before arriving at a decision, which
may not be possible if the problem is looked at by a single executive.

 Improved cooperation: The members of the committee usually get to know
each other well and thus see each other’s point of view with respect. They
are willing to cooperate and coordinate specially when’ they become aware
of their role and how their decisions are going to affect the entire organization.

 Motivation: When the committee consists of managers as well as
subordinates, it gives the subordinates some degree of recognition and
importance. They rightfully feel that they are an integral part of the decision
making process which boosts their morale, and motivates them to do better.

 Representation: Since the committee membership may have different
interests which may be opposing sometimes, it gives a critical viewpoint
and a balanced outcome of those different representations. However, even
though the committees should be highly representative of all interests,
capability of the members should take precedence over the representation.

 Dispersion of power: While autocratic authority makes decision making
and implementation faster and easier, it may lead to misuse of power and
wrong decisions. However, by spreading authority and responsibility over
all committee members: this problem can be eliminated.

 Executive training: The committees provide excellent training grounds
for young executives. Here, they learn the values of interaction, human
relations and group dynamics. They get exposed to various viewpoints and
tend to think in liberal manner and how collective decisions are made. Such
type of experience enables them to take an integrative view of solving various
organizational problems.

 Continuity: Most committees do not replace all of its members at the same
time, so that new members join to replace some old members, the others
remain and thus the continuity of operations is maintained. The U.S. Senate
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works on the same basis so that every two years there is an election for
one-third of the total Senate. According to Newman: ‘There are always
some members of the group who know the reasons for previous, actions
and this tends to promote a consistency and continuity of thinking that is
difficult to achieve when an executive who has been making decisions by
himself has to be replaced’.

 Communication: A committee can be an excellent forum for management
and workers to have simultaneous communication and discuss matters of
common interest in an atmosphere of goodwill and understanding and reach
some conclusions. These conclusions can then be communicated to all
members throughout the entire organization via the committee members.
This may be a preferred and trusted method for transmitting correct, authentic,
and prompt information to all.

 Better chance of recommendation to be accepted: A committee
recommendation is much more likely to be accepted than an individual
recommendation. Also, the decisions taken on the basis of these
recommendations would be easily accepted by membership for
implementation.

Disadvantages of Committees

Some of the major disadvantages of groups and committees are:

 Time and cost: Constitution of a committee is a costly affair in terms of
money and time. Since each member is entitled to take part in discussions,
it can be very time consuming. Each member is involved in cross
communication trying to convince others as to the usefulness of his own
point of view, thus taking a lot of total time. Also, since it is prestigious to be
a member of a committee, there is always pressure to add more members
to the committee, thus adding to this problem. In addition, in the course of
research for material, there may be committee related travel and staff
expenses for preparation, typing, etc. of material. These could be very costly.
Accordingly, the usefulness of committee decisions must be measured against
the costs involved. Accordingly, if a problem can be solved by a single
executive or a few staff members, the committees should not be appointed.

 Compromise: Usually, there is tendency to present unanimous decisions
and hence a majority viewpoint is taken as a representative even when the
minority viewpoint is valid. This may result in premature agreements and
decisions of mediocre quality. The minority may be unwilling to pursue their
viewpoint for fear that they will stand out. They may also be willing to
compromise for less than optimal solution because if these solutions turn
out to be wrong, they will not be traceable to individuals but the whole
committee will get the blame. This shows that a committee decision is not
necessarily the optimal one, but merely an acceptable one.

 Personal prejudices: Sometimes, winning an argument or getting back at
somebody for personal reasons may give the problem a secondary priority,
thus diluting the strength of the solution.
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 Logrolling: This term is coined for wheeling and dealing for political interests.
These political pressures may come from the top management, who want a
particular point of view domination in the committees. A case in point is the
promotion and granting of tenure process in colleges. If the President of the
college does not want a particular person to be promoted, he will put
pressure on committees to do so. In that respect, logrolling not really a
democratic process, but more of a democratic dictatorship.

 Strain on interpersonal relations: As in committee meetings, everybody
wants to please everybody else and any displeasure can strain working
relations outside the committee into personal life. For example, in the college
committee meetings for promotions where voting is the contributory factor,
anybody voting against will not have friendly relations with the person, who
is being considered for promotion, if this voting leaks out. That is a very
difficult and sensitive area and a lot of training in interpersonal competence
is needed.

 Lack of effectiveness: Certain issues are better accomplished by
individuals rather than committees. The committees are very useful in handling
grievances and interdepartmental problems, but they are not so effective in
formulating policies where individual initiative and creativity is involved.

Check Your Progress

20. How do autocratic leaders manage actions?

21. What is Free-Reign leadership?

2.15 GROUP DECISION MAKING

While groups are very useful in solving certain types of problems, not all types of
problems are better solved by groups. Hence, some factors must be taken into
consideration in determining whether the decision-making process should be initiated
by the group or not. The question is, what criteria can be used to help determine
whether or not use a group?

There are basically two major criteria to be considered. One of these is the
quality of the decision. Quality refers to the degree of usefulness of the decision.
This is based upon objective analysis of facts and data. This ensures that the
problem is rationally looked at from all possible angles and such a solution is
arrived at which is feasible and optimal. The second criterion is that of acceptability.
Acceptability of decision refers to feelings, needs and emotions of those who
implement such a decision or who are affected by it. The ideal decision would be
high on both criteria.

These two criteria may be interdependent or may be totally independent of
each other. Some decisions are only concerned with quality such as a technical or
a scientific problem where the employees are not affected at all. Some issues, on
the other hand, involve only the criterion of acceptance. For example, who works
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overtime is an issue of acceptance by the employees. In decisions regarding increase
in the productivity, automation, and reducing absenteeism, both quality and
acceptance are to be considered. For example, extremely harsh measures to reduce
absenteeism may not be accepted by employees unless it is decided by a group
which includes employee representatives. Accordingly, when acceptance is critical,
the management should seriously consider using a group for the decision-making
process.

The Vroom–Yetton Model

A model for deciding whether to use a group for decision-making purposes was
proposed by Vroom and Yetton. They divided the decision-making process into
five styles ranging from totally individualized decision-making by the manager at
one extreme to totally participative decision-making style at the other extreme.
Any of these can be selected, depending upon some other situational factors
including the quality and acceptance criteria. These extremes range from AI, a
completely autocratic individual decision to GII, a purely group decision. These
styles are explained as follows. (A stands for autocratic, C for consultative and G
for group.)

1.  AI The manager unilaterally makes the decision and his decision is based
upon whatever information and facts are available to him.

2. AII The manager makes the decision himself but gets all the information
needed personally from his subordinates. The role of the subordinates is
input of data only. They do not take any part in the decision-making process.
They may not even know what the problem is. Even if they know about the
problem, they have no input in generating or evaluating alternative solutions.

3. CI While in AII style, you simply get the information from your
subordinates. In CI style, you consult your subordinates who are expected
to be involved with the outcome of the decision or who are knowledgeable
about certain elements of the problems, individually getting their ideas and
suggestions without bringing them together as a group. The decision-making
is still up to you. You may or may not take their suggestions into consideration
when making the final decision.

4. CII In this style of decision-making, instead of meeting the subordinates
individually, you meet them together in a group, gathering from them their
ideas and suggestions relative to the problem. Your final decision still may
or may not reflect their inputs.

5. CaII This is a participative style of decision-making. The problem is shared
with the group and solution alternatives are generated and evaluated together.
The final solution is decided by the group which is then implemented. There
are a number of situational factors that would influence the style of decision-
making. Some of these factors would determine whether GII style above
should be adopted. Some of these factors are:

(i) Importance of the quality of decision: Are we looking for an
optimal solution or simply an acceptable solution? If the quality of the
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decision is not an important factor, then the decision becomes relatively
easy to make and it can be made either by the manager himself or by
the group.

(ii) The extent to which the manager possesses the information
and expertise to make a high-quality decision: If the manager
has the necessary information and is also aware of the subordinates’
preferences and the problem is such that an individual decision is likely
to produce a better solution than the group decision, then a manager
should make the decision himself. An individual decision would also
be better if the final decisions requires intermediate sequential decisions
where a decision at each stage contributes some input to the decision
at the next stage. The group decision is superior to the individual
decision when the problem is complex, has several parts and group
members are individually skilled at handling such problems.

(iii) The extent to which the subordinates have the necessary
information to assist in generating a high-quality decision: If
the problem is such that the subordinates have a first-hand knowledge
about the problem and its implications, then a group decision would
be a better alternative. Such problems may be production or marketing
problems where the subordinates are closer to the operations and
hence have inputs of significant value.

(iv) The extent to which the problem is structured: If the problem is
well structured then standard procedures can be applied in generating
various alternatives and selecting the most appropriate one. With
information and methodology at hand, even one individual can make
the best decision. However, if the problem is ill structured, then the
relevant information may be scattered all over the organization and
different individuals may have to be brought together to solve the
problem or make a joint decision.

(v) The probability that a manager’s decision will be accepted by
his subordinates: If a manager makes an autocratic decision, what
are the chances that it will be accepted by the subordinates? The
subordinates would probably accept the decision if it is within the
general guidelines of organizational goals and policies.

(vi) The extent to which subordinates would go to attain
organizational goals: If the individual goals, group goals and the
organizational goals are not in conflict with each other, then his
subordinates can be expected to be motivated towards achievement
of organizational goals and thus participative decision style would work
best. The more motivated the subordinates are, the more their thinking
towards organizational benefits would be.

(vii) The extent to which acceptance on the part of subordinates is
critical to the effective implementation of the decision: In
situations where a manager has the authority and is expected to make
decisions, then carrying out the decision would be a matter of simple
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compliance on the part of subordinates. Thus, acceptance by
subordinates is not so critical in such situations. However, subordinates’
acceptance become critical when the decisions are important and
would affect the commitment and dedication of subordinates.
Accordingly, if such acceptance is easier when decisions are made by
groups rather than by individual managers, then group decision-making
procedures should be implemented.

(viii) The extent to which the subordinates are likely to disagree over
preferred solutions: The subordinates themselves may not agree on
some of the decision alternatives that are implemented or because
these may be in conflict with the values and attitudes of some the
subordinates. Accordingly, the method used that reach a decision must
facilitate resolutions of such disagreements and conflicts and hence,
group involvement may be necessary.

Depending upon the above considerations, some of these considerations
would necessitate the decision-making process to be intiated by a group. Vroom
and his colleagues studied thousands of managers to learn whether their decision
styles were consistent with the Vroom and Yetton model. They found that:

 Most managers’ decision styles in actual organizational situations were
in accordance with the proposed model.

 In their choice of styles, managers more often violated the acceptability
criteria than the quality criteria.

 The situation involving the decision was much more effective as a
determinant of the selected decision style than managerial choices in
themselves.

 Managers were less flexible in implementing their own choices of styles
as compared to the guidelines suggested by the model.

These findings indicated that managers do take into consideration all the
situational variables when choosing between individual and group decision-making
styles.

Advantages of Group Decision-Making

In general, it is expected that a group would tend to make more effective decisions
similar to committees and task forces, than would any single individual. Some of
the advantages of group decision-making are summarized as follows:

1. Since group members have different specialities they tend to provide more
information and knowledge. Also, the information tends to be more
comprehensive in nature and the groups can generate greater number of
alternatives. Thus, the decision that requires the use of knowledge would
give groups an advantage over individuals.

2. Implementation of a decision is more effective since the people who will be
implementing the decision also participated in the decision-making process.
This also increases the commitment of the people to see the implementation
to success. It is important that the decision be accepted by all, because
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even a low-quality decision that has acceptance can be more effective than
a higher quality decision that lacks general acceptance.

3. The input from a large number of people eliminates the biases that are
generally introduced due to individual decision-making. It also reduces the
unreliability of individual decisions.

4. The participative style of decision-making process builds up foundations as
a training ground for subordinates who develop the skill of objective analysis
of information and deriving conclusions.

5. Group decision-making is more democratic in nature, while individual
decision-making is more autocratic in nature. The democratic processes
are more easily acceptable and are consistent with the democratic ideals of
our society.

Disadvantages of Group Decision-Making

There are also certain drawbacks in group decision-making processes. The group
processes can negatively affect performance in a variety of ways. Some of the
disadvantages of group decision-making are:

1. The process is highly time consuming in terms of assembling the right group
and usually a group takes more time in reaching a consensus since there are
too many opinions to be taken into consideration. The time problem increases
with the group size. Accordingly, the speed of arriving at a solution must be
considered, when group decision-making style is selected.

2. Some members may simply agree with the others for the sake of agreement
since there are social pressures to conform and not to be the odd-man out.
Thus, the desire to be a good group member tends to silence disagreement
and favours consensus. The social pressures can be very strong, inducing
people to change their attitudes, perceptions and behaviour.

3. Often, participants in group decisions have their own personal axes to grind
or their own interests to protect. These self-centred interests lead to
personality conflicts that may create interpersonal obstacles which may
diminish the efficiency of the process as well as the quality of the decision.

4. The decision made by a group may not always be in accord with the goals
and objectives of the organization. This is especially true when the goals of
the group and those of the individuals do not reinforce each other. This will
result in decisions that are detrimental to organizational benefits.

5. Group members may exhibit ‘focus effect’, that is, the group may focus on
one or few suggested alternatives and spend all the time in evaluating these
and may never come up with other ideas, thus limiting the choices.

6. The first solution arrived at is more likely to be the final solution even if it is
less than optimal. Higher quality solutions, after the first solution has been
accepted, have little chance of serious consideration. Groups are inclined
to invest more in their initial decisions, simply to justify having made these in
the first place.
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7. Groups may shift either towards more risk taking or towards less risk taking
than individuals and either of the shift may be undesirable. Generally,
problems suitable for group decision-making involve some degree of risk
or uncertainty. But to take excessive risks is as bad as taking no risk at all.
Studies have showed that groups tend to shift towards riskier decision-
making. This creates a dilemma. On the one hand, it can be argued that
groups will take riskier decisions than individuals because the responsibility
for bad decisions on individuals within the group is so diffused that it
encourages the group to take greater chances. This way, if the decision
turns out to be a bad one, the responsibility for it cannot be traced to any
particular individual in the group. On the other hand, it is equally justified to
believe that groups make more conservative decisions because the group
members check and balance each other and this results in caution and
conservatism. A key factor which determines whether the group will move
towards risk or caution is the initial inclination of the group. This means that
if the group was prone to risk originally, the group discussion intensifies this
inclination. If the group starts with a conservative approach, the discussion
tends to lead to caution. The initial approach would primarily depend upon
the direction that the leader of the group takes.

8. Groupthink: Groupthink indicates a situation, where members’ desire for
complete consensus overrides their motivation to disagree with an argument
or critically and realistically evaluate other available alternatives. This is
especially true where the group enjoys a high degree of cohesiveness.
According to Irving Janis who coined the word ‘Groupthink’, ‘high
cohesiveness can in some circumstances be actively dysfunctional for the
effectiveness of the group as a whole.’ Accordingly to E. Frank Harrison,
defined that, ‘Groupthink means that the more friendly and cooperative the
members of a group, the greater the likelihood that independent critical
thinking and objective moral judgment will be suspended in deference to
group norms and in observance of group cohesiveness.’

Not all cohesive groups exhibit ‘groupthink’ characteristics. But those who
are do are fraught with the potential of many unfavourable consequences.
These consequences result from such groups that exhibit the following
symptoms of ‘groupthink.’

(i) The illusion of invulnerability: Groups exhibiting ‘groupthink’
generally suffer from an illusion of overconfidence and invulnerability.
They overestimate their ability to succeed against high odds. Thus,
the members are willing to take greater risks and ignore obvious danger
signals.

(ii) Belief in the inherent morality of the group: The members have
a strange belief in the inherent morality of the group, that the group is
acting for the good of all. This belief is so strong, that the decisions
adopted by the group are not only considered sensible, but also morally
correct. Thus, any ethical or moral consequence of the decision is
disregarded and ignored.
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(iii) Collective rationalization: When the group members are inclined
towards a certain outcome, then they try to rationalize and explain
away all facts or ideas that may conflict with their original thinking.
This sense of rationalization leads members to discount or ignore
warnings or other information that might urge them to reconsider their
position.

(iv) Stereotyping of outsiders: The members of the group tend to view
outsiders who will be affected by their decisions or competitive groups
as evil or weak and stupid. They assume that the competitive groups
are too inept to counter their offensives. This stereotyping of outsiders
gives the group a feeling of high security against harm and this may not
be justified.

(v) Pressure for conformity: There is direct pressure on members to
conform to the group’s viewpoint and not to express arguments that
are against group positions. These pressures are enforced under threat
of being considered disloyal.

(vi) Self-Censorship: There is a kind of self-censorship on the part of
members to a point where doubts regarding wisdom of group
consensus are internally suppressed. The group members tend to
minimize the importance of their own feelings of disagreements, thus
giving more weight to consensus.

(vii) Mind guards: Just as bodyguards provide physical protection self-
appointed mind guards emerge within the group who provide intellectual
protection to group members. These members emerge in the group
and protect the group from such adverse information that might interfere
with the consensus and go against their decisions.

(viii) Illusion of unanimity: Largely as a result of self-censorship, where
a member may remain silent rather than express his disagreement, the
process creates an illusion of unanimity. Silence comes to imply
agreement and this results in the perception that a selected course of
action has the unanimous support of all the members.
One example that shows the evidence of groupthink symptoms is that
of Cuban Bay of Pigs Invasion in April 1961. Almost all of the above
groupthink symptoms were present during the planning sessions of
the invasion. The decision to invade was made despite information
that it would fail and damage the national image. The State Department
raised some doubts about the possibility of success of such an invasion.
But these doubts were rationalized away and ignored. The Cuban
army was viewed and stereotyped as ineffective and various advisors
later reported that they had censored their own doubts regarding the
necessity or the success of the project.
Because of such high probability of reaching low quality due to
groupthink syndrome, it should be avoided as much as possible.
Depending upon the degree of importance of the decision, the issue
can be given to more than one group so that if these groups separately
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reach the same decision, then the likelihood of the decision being right
is improved. Furthermore, groupthink is discouraged if the decision-
making process is not secretive and if questioning both from inside
and outside the group is encouraged.

2.16 COMMUNICATION

Communication is the interchange of thoughts and information to bring about mutual
understanding. It is an exchange of facts, ideas, opinions and emotions. It involves
telling, listening and understanding. It ushers in progress, galvanizes action and
adds meaning to life. It stems from one’s need to emote, interact, relate, reach out
and connect. The methods of communication are oral or verbal, written, non-
verbal, visual and audio-visual. Silence is also a form of communication, and is
more often eloquent than words. Oral communication is the most widely used
method, and plays an important part in everyday life, both for individuals and
organizations. It takes place through meetings, speeches, discussions, etc. with
the help of microphones, telephones, radio and other such media. Written
communication is another powerful method of communication. It takes place through
letters, memos, notes, circulars, etc. with the use of computers, word processors,
telex, fax, etc. Non-verbal communication has a universal appeal and takes place
through body language, gestures and postures, facial expression, etc. Visual
communication includes pictures, graphs, charts, etc. and is often used as a
supplement to other forms of communication. Demonstrations and presentations
are included in this form. Self-development and communication go hand in hand.
The greater the effort made at improving communication skills, the more will you
develop in reaching out to people socially and professionally. Not all communication
that takes place among individuals and groups is effective. Barriers apart, there
are several factors affecting communication. These are conceptual clarity of the
communicator, language used in the communication, moods and receptivity of the
sender and the receiver, and the timing of the communication.

Good communication is not a matter of accident or chance. Especially in
any business situation, it calls for planned, organized and coordinated efforts. Several
essential ingredients contributing to the success of the communication should be
reckoned with.

Essentials of effective communications are (i) clarity of purpose, (ii)
understanding of the process, (iii) addressing the right target audience, (iv) requisite
communication skills, (v) adequate information, (vi) proper planning, (vii) positive
approach and (viii) sincerity.

Types

Let us discuss the various types of communication in an organization.

1. Interpersonal Communication

Interpersonal communication skills are direct and interactive

Interpersonal communication skills are an important facet of the process of
communication, and as such are extremely relevant for achieving personal as well
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as professional success. Interpersonal communication refers to face-to-face or
person-to-person communication. It is often direct and interactive. The message
is orally communicated with the help of words as well as through non-verbal
communication, encompassing body language, spacing, facial expressions, tone,
gestures, and action. Interpersonal communication involves the effective use of
verbal messages plus body language.

Effective communication calls for insight into human behaviour

Interpersonal communication has come to acquire particular significance in all
people-oriented situations. Large organizations that employ people at various levels
lay particular emphasis on building interpersonal or people-related communication
skills. Effective interpersonal communication calls for good insight into human
behaviour and a clear understanding of how people are likely to react under different
situations. Interpersonal skills are relevant in dealing with people, both within and
without, in any service sector organization. They are particularly relevant in dealing
with customer grievances and complaints redressal. Good interpersonal skills of
the counter staff or the floor supervisor help diffuse heated arguments or flaring up
during customer interaction, and, thereby, contain the damage to the business.

Training and other HRD efforts focus on developing interpersonal skills

Interpersonal skills have also come to acquire relevance as part of the HRD efforts
of large and small organizations. People with good interpersonal communication
skills are considered an asset to any organization. Training programs of service
oriented organizations like banks, include sessions on the development of
interpersonal skills. As one goes up the hierarchical ladder in an organization,
one’s span of control, or the number of people reporting also often gets enlarged.
Effective interpersonal skills are a must in dealing with people at various levels.

Effective communication stresses on verbal and non-verbal skills

At a higher level, by interpersonal skills, we refer to certain specialized skills in
dealing with people under complex situations. In any business organization where
a large number of people are working, both pleasant and unpleasant situations
might develop. A supervisor or manager might have to convey not only appreciation
or praise, but also punishment and unpalatable developments. The job may involve
criticism and reprimand of juniors. Under such circumstances, not only what the
supervisor says, but also the way in which it is said and what is done through
actions assume meaning.

Good leaders consciously develop all these verbal and non-verbal skills
and use them successfully in dealing with a variety of people and situations. They
use their interpersonal communication skills to create the desired impression, both
positive and negative as the case may be. The words they choose, the way in
which they express them, the tone, the gestures, and the action in totality are all
impact creating, in any relationship building exercise, consciously or otherwise.
The customer makes an impression on the counter staff as the customer walks in.
The counter staff, likewise, make an impression on the customer. In any business,
the first impression carries considerable value. If it is right, it results in a positive
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relationship. Hence, the right skills would cover the way we say hello, the smile,
the attentiveness, the firm handshake, the impression we make as we enter and
any such act which the party notices and, more importantly, interprets.

Some other essential skills relevant for effective interpersonal communication
are the ability to win trust, build rapport, ask the right questions, and elicit full
details. Effective interpersonal communication involves creating the right impression
and conveying the anticipated message in a convincing manner. This demands
honesty in approach and carrying in transparent communication. It means putting
forth the right kind of questions in the right manner and bringing the other party to
communicate. It means leading the other individual to believe in you and make you
his confidante. It means making the other individual to break his hesitation. When
we think of counselling, negotiation, hearing of appeals, personal interviews etc.,
extra communication skills would be involved. They have to be developed with
conscious efforts.

Develop a positive attitude

People in service industry, as we have noted earlier, should necessarily have one
basic skill, the ability to get along with other people. They should develop
interpersonal skills such as the ability to communicate effectively and also work as
a member of the team. While job-oriented expertise and knowledge are important,
but that which is just as significant is the correct approach. The customer may
admit not having complete knowledge but in no case will impoliteness or
unresponsiveness be acceptable to him. That is why, training programs in service
organizations covering marketing and customer relations lay particular emphasis
on building the right attitude or mindset.

Bad feelings should not hinder communication

People come to work not only with their hands and heads, but also their hearts.
They come with not only knowledge, wisdom and intelligence, but also feelings
and emotions. Dealing with other people involves control over moods. Any work
situation has its mix of positives and negatives, good and bad strokes. Good
interpersonal skills require underplaying the negative strokes and not letting them
spoil one’s temperament. A service provider should learn to rise above bad feelings
coming from any quarter and not let those show up or hinder dealings with the
customers.

Use logic to cope with difficult situations

The following quote from Roberta Cava brings out beautifully the strength of rational
response in dealing with difficult situations: ‘Two forces—logic and emotion are at
work throughout our lives. Often they push and pull in opposite directions. The
one that prevails at any particular time, will determine how we get along with
others and may affect our level of achievement. It is easy to respond to situations
with emotions rather than logic, but responding logically helps us deal constructively
with difficult situations.’
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Harmonious interpersonal relationships are the secret of business
development

Harmonious relations with colleagues in the workplace and customers at the counter
and at the field level are the secrets of business development. Both are of equal
importance and complement each other. Harmonious interpersonal relationships
among employees result in well-knit teams that can respond effectively to the
customers, and the customer sees one happy family at work. No wonder John
Rockfeller said, ‘I will pay more for the ability to deal with people than for any
other ability under the sun’.

Leadership and communication skills

Leadership and communication are closely interelated. Good leaders master the
art of communication. A leader, by definition, is a person who has a following.
Whatever be the profession or business, a leader communicates through verbal
and non-verbal messages, especially by setting an example or being a role model.
The followers keenly look up to the leaders for their messages. Business leaders
are also team leaders. They inspire and motivate their teammates. The ability to
get across, build rapport and win trust becomes so crucial that achieving all these
communication skills comes in very useful. To get results working with other people,
the right kind of communication is a must for any leader.

Transactional analysis

Transactional analysis (TA) is regarded as one of the most promising breakthroughs
in psychiatry in many years. TA, which constitutes yet another valuable approach
to the understanding of human behavior and action, was originally developed by
Dr Eric Berne, author of the book, Games People Play. The basic theory
propounded by Dr Berne and the subsequent discussions on the subject have
been presented by Dr Thomas A. Harris, founder-president of the Institute of
Transactional Analysis, California, in his book, I’m OK-You’re OK. In any business
where services and products are delivered at the counters on a person-to-person
basis, a study of TA should prove useful in understanding and appropriately
responding to varied behavior.

TA divides an individual’s personality into three ego states. An ego state has
been defined as a consistent pattern of thinking, feeling or behaving. These states
are produced by recalling the past events involving real people, real times, real
places and real feelings. The ego states are helpful in distinguishing the words from
their literal counterparts.

The three ego states identified are :

 Parent state. This is that state of the human personality that relates
mainly to values, opinions and experiences of childhood. This state may
be expressed either through the critical parent or the nurturing parent.

 Adult state. The adult state refers to the rational part of the human
personality. Problem-solving and decision-making under this state are
done on the basis of a careful assessment of factual data.
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 Child state. This state relates to the emotional part of the human
personality. This state may be expressed either through the free child or
the adopted child.

I am OK – you are OK

This is an eminently desirable position. It indicates an acceptance of one’s own
self-worth as well as that of others. In this, the position transcends personal
experiences and accepts not-yet-experienced abstractions and possibilities.

This life position shows a positive approach in dealing with real life situations.
The person concerned shows a sense of maturity and is not uneasy while dealing
with others. People with this attitude enjoy positions of leadership and do well in
terms of developing and sustaining meaningful interpersonal relationships.

I am not OK – you are OK

This position relates to the acceptance of others but not of self. The person feels
that there is something lacking in him.

This life position shows a shortcoming in dealing with real life positions.
There may be a certain inferiority complex in interacting with others. By nature,
this person will be submissive or passive. Such persons often show a subservient
attitude and may also be conspicuous by their self-denial. Very often, ‘I am not
OK – you are OK’ kind of people look up to others for advice and seek constant
guidance.

I am OK – you are not OK

This position relates to the acceptance of self but not of others. The person feels
that there is something lacking in others.

This life position too has its limitation in dealing with real life situations. In
this case, the person concerned will have a superiority complex. The posture the
person takes in dealing with situations is aggressive or even intimidating. This person
tries to dominate and tends to provide unsolicited advice.

I am not OK – you are not OK

This position refers to the rejection of both self and others. For them, nothing is
right. There is something lacking in them and also in others.

This life position too is very inadequate and deficient in dealing with people
and situations. They are the opposite of I am OK – you are OK kind of persons.
Such persons are conspicuous by their negative or pessimistic approach. They
undermine themselves as well as others. They look down upon others, do not give
credit for positive development and paint a gloomy picture. Such an attitude is
certainly not conducive for becoming an effective leader.

Against this background of human personality, TA attempts to analyse a
transaction. A transaction forms a basic unit of communication, i.e., a stimulus by
one person and a response by the other. Obviously, such transactions keep taking
place among people in a family, community and organization all the time.
Transactions take place every time people meet or a communication takes place.
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All such transactions are categorized into three types: complementary transactions,
uncomplementary or crossed transactions and hidden transactions. Complementary
transaction takes place when the conversation proceeds smoothly, with expected
responses emanating. On the other hand, in a crossed transaction, there is an
unexpected response, leading to a breakdown in communication. In a hidden
transaction, real responses are conveyed through facial expressions or other actions,
and the words expressed do not convey the real meaning.

Types of transactions in TA

Dr Eric Berne claims that people spend 50 per cent of their waking hours in
playing games. A game has been described as a covert method for either giving or
collecting strokes, usually negative strokes or insults.

Games people play: Understanding the ‘games people play’ is what TA is
all about. To the extent TA constitutes yet another approach to the understanding
of human behaviour, people in businesses and organizations dealing with customers,
colleagues, and other public on a regular basis should find a study of the subject
rewarding.

Ego states and life positions described above significantly influence the
behaviour of people. As we have seen earlier, the process of communication is
also influenced by human behaviour and attitudes. Communication and interpersonal
skills are again influenced by personality traits. The rational part and the emotional
part of the human personality exert their influence on people in their transactions.

Communication and life positions: Understanding the life position from
which a person operates is very essential for making communication effective.
Persons in the I am OK – you are OK category will show a positive and mature
approach in dealing with various kinds of people, and ensure that communication
does not break down. Dominating colleagues and rude customers who may belong
to the I am OK – you are not OK class of people have to be dealt with in an
appropriate manner. To the extent TA constitutes an essential approach in
understanding human behavior so relevant for effective interpersonal communication,
it would be beneficial to understand the concept, and use it for making business
communication worthwhile.

2. Intrapersonal Communication

The word ‘intra’ means inside or within. In contrast to interpersonal communication,
which implies communication with the other person, intrapersonal communication
implies with the self. It refers to communication within the self, involving the process
of thinking and feeling. Intrapersonal communication is a method of communication
that helps every person to communicate with himself or herself. It helps in clarifying
what is known as the self-concept. It is basically an interaspective exercise.

Intrapersonal communication is an inward looking exercise

Intrapersonal communication can also be understood as self-talk. Self-talk is
recognized as the verbal side of thinking. There is indeed a positive side of self-
talk. Self-talk, also recognized as self-dialogue or inner speech is what you say to
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yourself during your waking hours. It is necessary to create self-awareness about
self-talk. Such awareness helps analyse self-concepts and overcome negative
feelings. Self-talk, if properly used, can help in overcoming emotional distress.
Effective intrapersonal communication relates to the art of thinking, planning, and
interpreting ideas and messages in a positive manner.

Intrapersonal communication overcomes negative feelings

Intrapersonal communication would also relate to the voice of conscience. This
voice can play a significant role in the lives of individuals. It emphasizes the values
and the ethical dimension in organizations. It brings to the fore the rational or the
logical side of the business transaction and helps exercise the much needed restraint
in communication. Through conscious efforts, one learns to talk to oneself so as to
bring out positive response.

Intrapersonal communication is essential for interpersonal communication

One cannot really communicate effectively with the outside world, unless one
masters the art of communicating effectively with oneself. In that sense, intrapersonal
communication is a necessary precondition for effective interpersonal
communication. Good communication depends upon positive outlook. Self-talk
prepares the ground for this. Those who talk to themselves are not necessarily
crazy or mad. They are those who make effective use of yet another dimension of
communication. Before making an important speech or attending a crucial meeting
or responding to a provocative situation, you may take time off to talk to yourself,
strengthen your resolve to exercise restraint and eschew anger or sarcasm. To
quote Abraham Lincoln, ‘When I am getting ready to reason with a man, I spend
one-third of my time thinking about myself and what I am going to say and two-
thirds about him and what he is going to say.’

Intrapersonal communication, when used effectively, provides the right
balance, orientation and frame of judgement in communicating with the outside
world.

Process of Communication

A simple communication model that reflects communication as a dynamic interactive
process has been proposed by David Berdo. His approach is based upon the
following idea:

‘If we, accept the concept of process, we view events and relationships
as dynamic, on-going, ever-changing, continuous. When we label
something as a process, we also mean that it does not have a beginning,
an end, a fixed sequence of events. It is not static, at rest. It is moving.
The ingredients within a process interact, with each affecting the
rest’.

This model described as a series of steps consists of the following components :

1. Message sender. This is the source of information or the initiator of
communication. This source may want to communicate his ideas, needs,
intentions or other pieces of information.
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2. Encoder. This is the process inside the human mind in the form of motor
skills, muscle system or sensory skills that encode the ideas to be conveyed
into a series of symbols or gestures or some other format of expression.

3. The message. The message is a physical form of the thought that can be
experienced and understood by one or more senses of the receiver. It could
be in the form of hearing, reading or other physical gestures.

4. Channel of communication. It is a vehicle used for the transmission of the
message. It is a medium carrier and bridges the gap between the sender
and the receiver. It may be a face-to-face conversation, telephone
conversation, in written form or through any form of gestures.

5. Perception of the message. The message is received by the person for
whom it was meant and he becomes the receiver of the message. Perception
refers to the process of selecting, organizing and interpreting information.
Selecting involves focusing attention on certain incoming sensory information.
It is the first part of the perception process. The second part of the perception
process is organizing in which one sorts and categorizes information. Although
selecting and organizing happens quickly and often without conscious thought,
the third part of the perception process requires a more conscious and
deliberate effort. We assign meaning to our experiences using mental structures
known as schemata. Schemata are like databases of stored, related
information that is used to interpret new experiences.

6. Decoding process. Decoding is also done in the same manner as encoding
by motor skills, muscle system or sensory skills and the receiver decodes
the message for the purpose of interpreting and understanding the meaning
of the message. The more the receiver’s intended message, the more effective
the communication is.

7. Action. This is a response from the receiver who has received and accepted
the communication. This may be compliance with an instruction or simply
filing of the message for future references.

8. Feedback. A feedback determines whether the message was clearly
understood and the required action taken. The feedback to the sender
completes the process of communication.

2.17 DELEGATION

Delegation is the downward transfer of formal authority from one person to another.
Superiors delegate authority to subordinates to facilitate the accomplishment of
the assigned work. Delegation of authority becomes necessary as the organization
grows. The chief executive cannot perform all the tasks of the organization himself
so that he must share some of his duties with his immediate subordinates. This
process continues until all activities are assigned to persons who are made
responsible for performing them.



Organizing and
Decision Making

NOTES

Self - Learning
146 Material

Principles for Delegation

Delegation of authority should be effective and result oriented. Some of the principles
that serve as guidelines for effective delegation of authority are described as follows:

 Functional clarity: The functions to be performed, the methods of
operations and the results expected must be clearly defined. The authority
delegated must be adequate to ensure that these functions are well
performed.

 Matching authority with responsibility: Authority and responsibility are
highly interconnected. For example, if a marketing manager is given the
responsibility of increasing sales, he must have the authority over advertising
budgets and on hiring more capable sales people. Authority should be
adequate and should not only match the duties to be performed but also the
personal capabilities of the subordinate.

 Unity of command: A subordinate should be responsible to only one
superior who is delegating the authority to the subordinate in the first place.
In this manner, the responsibility for mistakes or accomplishments is traceable
and the chances of conflict or confusion are minimal.

 Principle of communication: A misunderstood responsibility can be very
dangerous. A general authority can be easily misused. Accordingly, both
the responsibility and authority must be clearly specified, openly
communicated and properly understood. The lines of communication must
be continuously kept open for issuing directions as well as for receiving
feedback.

 Principle of management by exception: Management should delegate
the authority and responsibility for routine operations and decision making
to subordinates, but must retain such tasks for themselves for which they
alone are uniquely qualified. On the other hand, the subordinates must make
decisions and take actions wherever they can and should only refer matters
of such nature to their superiors, which are unique, and outside their domain
of authority. This practice saves valuable time of top management that can
be utilised for more important policy matters. Also, by trying to solve most
of the problems by themselves, the subordinates prepare themselves for
higher challenges and responsibilities.

Check Your Progress

22. What do you mean by Groupthink?

23. What is the difference between interpersonal and intrapersonal relationship?

24. What are the types of transactions in TA?

25. What do you mean by delegation?
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2.18 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Rational decision making is a process involving several steps that lead
managers towards optimal decisions. It is a systematic and analytical approach
which provides some guidelines as to how a decision should be made.

2. The three different conditions under which decisions are made are as follows:
(I) Complete certainty
(ii) Complete uncertainty
(iii) Risk

3. Brainstorming is a technique that involves a group of people, usually between
five and ten, sitting around a table, generating ideas in the form of free
association. The primary focus is on generation of ideas rather than on
evaluation of ideas.

4. The characteristics of MBO are:
(a) The objectives must be pre-determined.
(b) Objectives must be measurable.
(c) All objectives must be interconnected and mutually supportive.
(d) Objectives may be short-range, medium-range and long-range.

5. The disadvantages of MBO are:
(a) Most managers may not be sufficiently skilled in inter-personal

interaction such as coaching and counselling, which is extensively
required.

(b) The integration of MBO system with other systems such as forecasting
and budgeting is very poor. This makes the overall functioning of all
systems more difficult.

6. The division of labour is the best example of horizontal differentiation.

7. Departmentalisation is the grouping of specialisation into specific functions.

8. The functional design of departmentation is also known as a U-form
organization (U stands for unity) and it groups positions into departments
according to their main functional areas.

9. There are two types of span of control structures:

 Narrow span: It results in under-utilization of the manager’s services
and over-controlling of subordinates.

 Wide span: It may lead to over-straining of manager and lack of effective
control over subordinates.

10. The main disadvantages of line and staff type of organization are the confusion
and conflict that arises between line and staff, the high cost that is associated
with hiring specialists and the tendency of staff personnel to build their own
image and worth that is, sometimes at the cost of undermining the authority
and responsibility of line executives.
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11. Certain tasks require so much coordination and precise integration of
activities that it is more effective if such coordination is done from the central
point, such as in production control or central purchasing. Other tasks tend
to be more independent, such as sales and these can be decentralized.

12. Synergy occurs when individuals or separate units work together to produce
a whole greater than the sum of the parts.

13. The informal organization similar to informal groups are organizations, which
comes into existence due to social interactions and interpersonal relationships
and exists outside the formal authority system without any set rigid rules.

14. Cultural sensitivity implies that the individual has become sufficiently aware
of the cultural differences to function effectively without becoming openly
judgmental or taking sides with one group or the other.

15. Following are the characteristics of coordination:

 Coordination is not a distinct function. It represents the core of
management.

 The purpose of coordination is to achieve the common objective.

 Coordination is a continuous and an ongoing process.

 Coordination does not arise spontaneously or by force. It is the result of
concerted action.

16. Sequential Interdependence refers to a situation where the output of one
department becomes the input of the other. This type of interdependence
usually exists in the process industry.

17. One of the greatest dangers of unethical management is that decisions are
made without anticipating the negative consequences.

18. The amount of effort put into the activity identifies the strength of the person’s
work- related behaviour. Hard work usually reflects high motivation. A
professor who is engaged in research and publishes many high-quality articles
is exerting extensive effort relating to his job.

19. The basic idea underlying content theories is that people have certain
fundamental needs, both physiological and psychological in nature, and that
they are motivated to engage in activities that would satisfy these needs.

20. Autocratic leaders keep the decision-making authority and control in their
own hands and assume full responsibility for all actions. They structure the
entire work situation in their own way and expect the workers to follow
their orders. They tolerate no deviation from their orders.

21. In laissez faire leadership, the leader is just a figure-head and does not give
any direction. He delegates the authority to subordinates so that they must
plan, motivate, control and otherwise be responsible for their own actions.
The leader acts principally as a liaison between the group and the outside
elements and supplies necessary materials and information to the group
members.
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22. Groupthink indicates a situation, where members’ desire for complete
consensus overrides their motivation to disagree with an argument or critically
and realistically evaluate other available alternatives.

23. Interpersonal communication is face-to-face or person-to-person
communication while intrapersonal communication refers to communication
within the self, involving the process of thinking and feeling.

24. The types of transactions in transaction analysis (TA) are games people
play and communication and life positions.

25. Delegation is the downward transfer of formal authority from one person to
another.

2.19 SUMMARY

 Decision making and problem solving is a core function of management
because it is an integral part of all other managerial functions such as planning,
organizing, directing and controlling. It is also on integral part of life because
life cannot be managed without making decisions.

 Rational decision making and problem solving may be used interchangeably
since a problem has to exist and a decision is made to solve such a problem.

 The Webster’s Dictionary defines a problem as, ‘a question raised for inquiry,
consideration or solution.’

 The ill-structured problems are unique, unpredicted and unprecedented
situations. These problems are ambiguous and poorly understood and defy
any cut-and-dry solution.

 Operating level problems are generally well structured problems encountered
by the organization on a daily routine basis.

 The crisis problems develop suddenly and are totally unexpected at a given
time. These may develop within the general framework of expectations so
that the management has some types of preparations to handle these crisis
situations.

 Programmed decisions are made in predictable circumstances and managers
have clear parameters and criteria. Problems are well-structured and
alternatives are well defined. The problems are solved and decision
implemented through established policy directives, rules and procedures.
Non-programmed decisions are made in unique circumstances and the results
of such decisions are often unpredictable.

 Prejudice and bias is introduced in our decisions by our perceptual processes
and may cause us to make ineffective decisions.

 Personal habits of the decision maker, formed through social environmental
influences and personal perceptual processes must be studied in order to
predict his decision making style.
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 Rational decision making is a process involving several steps that lead
managers towards optimal decisions. It is a systematic and analytical
approach which provides some guidelines as to how a decision should be
made.

 In most instances, it is not possible for decision makers to accurately predict
the consequences of an implemented alternative. This is partly due to the
dynamics of the environment. The more complex the problem and more
dynamic the environment, the higher the degree of uncertainty in predicting
the outcome of a decision. In general, there are three different conditions
under which decisions are made, these are (1) complete certainty, (2)
complete uncertainty, and (3) risk.

 There are many situations which suddenly come up as ill-structured problems
which are unlikely to be solved by a single individual. In such situations, the
manager may assign the problem to a group of experts for recommendations.
It is often argued that groups can make higher quality decisions than
individuals.

 Some of the techniques employed to make the group decision making
process more effective and decision making more efficient in which creativity
is encouraged, are Brainstorming, Nominal Group Technique, Delphi
Technique and Didactic interaction.

 A logical extension of goal setting theory is Management by Objectives
(MBO) that involves systematic and programmatic goal setting throughout
an organization. It is a process by which managers and subordinates work
together in identifying goals and setting up objectives and together make
plans in order to achieve these objectives.

 According to L. Gulick: ‘In administration God helps those administrators
who have a clearly defined objective.’ Well-defined objective enables an
organization to grow and prosper in an orderly and progressive manner.

 The planning process for all organizations is built on the framework of the
statement of formal mission, specific objectives that are established on the
basis of the mission statement and the plans that can be developed to achieve
these objectives.

 While the central management is primarily concerned with organizational
mission and establishing general goals and strategies, establishment of
objectives exist at all levels of organizational hierarchy.

 The concept of MBO is very rich in terms of managerial implications.
Managers have a responsibility to assign or set goals in such a manner so as
to have the maximum motivational potential.

 Stephen P. Robbins has defined organisational structure as “how job tasks
are formally divided, grouped and coordinated.” It tells how specialised
and non-specialised tasks are performed. The framework of an organisation
is the structure, wherein the job of each and every person is defined,
described and coordinated to achieve the organisational goals.
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 The main characteristics of the organisational structure are differentiation,
standardisation, specialisation, departmentalisation, chain of command and
centralisation.

 The impacts of various characteristics are visible on communication network,
informed group formation, attitudes of employees, motivation, leadership
and so on.

 Departmentation is the process of grouping related work activities into
manageable work units with some logical arrangement.

 The purpose of departmentation is to make a more efficient and effective
use of organizational resources. These work units may be related on the
basis of work functions, product customer, geography, technique or time.

 Span of management is related to the number of subordinates a manager
can effectively manage.

 The span of control in practice is also affected by other factors such as time
availability, degree of decentralization and control practices.

 Line Organization is the simplest form of organization and is most common
among small companies. The authority is embedded in the hierarchical
structure and it flows in a direct line from the top of the managerial hierarchy
down to different levels of managers and subordinates and further down to
the operative levels of workers.

 The line and staff type of organization is widely used and is advantageous to
the extent that the specialized advice improves the quality of decisions
resulting in operational economics.

 Centralization means that the authority for most decisions is concentrated at
the top of the managerial hierarchy and decentralization requires such
authority to be dispersed by extension and delegation through all levels of
management.

 Decentralization tends to create a climate whereby taking additional
responsibilities and challenges enable, the organizational members to receive
executive training for growth and development.

 The word organization is used and understood widely in our daily lives. It
has been defined in a number of ways by psychologists, sociologists,
management theorists as well as practitioners.

 Organizing is the second major function of management. It is the process of
selecting and structuring the means by which objectives are to be achieved.

 The organizing process deals with how the work is to be divided and how
coordination of different aspects is to be achieved and so on. We are truly
a society of organizations.

 The principles of organizing are: Principle of Functional Definition, Principle
of Supervision, Principle of Specialization, Principle of Scalar chain, and
Principle of Unity of command.
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 Organizations can be of many types but a broad classification of organizations
on the basis of their functioning includes the categories of a formal
organization and an informal organization.

 The organizational culture is a system of shared beliefs and attitudes that
develop within an organization and guides the behaviour of its members. It
is also known as ‘corporate culture’, and has a major impact on the
performance of organizations and especially on the quality of work life
experienced by the employees at all levels of the organizational hierarchy.

 Global organizing requires a good understanding of the cultural differences
and proper management of organizational cultures in different units of the
organization.

 From organizational behaviour point of view, global managers must
understand and appreciate these values, beliefs and attitudes of the people
of the host countries, in order to achieve success.

 Coordination is a synchronization of group efforts to achieve a common
objective. According to E. F. L. Brech, ‘Coordination is balancing and
keeping together the team by ensuring suitable allocation of tasks to the
various members and seeing that the tasks are performed with due harmony
among the members themselves.’

 Depending upon the nature, coverage and flow, coordination may be divided
into the following:

o Internal and external coordination

o Vertical and horizontal coordination

o Procedural and substantive coordination

 Coordination influences all functional activities of management. In a similar
way, all other activities influence coordination. This is termed as
interdependence. Interdependence is imperative for the success of any
organization.

 Ethical managers support their people, recognize their accomplishments,
are sensitive to their fears and needs, communicate confidence in the
organization’s purpose and products, and use power and politics in a
justifiable way.

 Business ethics is the application of ethical values to business behaviours. It
applies to the code of conduct of an organization and, therefore, relates to
its culture.

 With the increase in the significance laid upon ethics in management practices
in recent times, ethics committees are gaining prominence in several
organizations. Ethics committee are made internally with executives from
different departments of the organization.

 Motivated people are in a constant state of tension. This tension is relieved
by drives towards an activity and outcome that is meant to reduce or relieve
such tension.
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 There are basically two types of theories that relate to and define the
motivational processes. These are the ‘content theories’ that attempt to
determine and specify drives and needs that motivate people to work and
‘process theories’ that attempt to identify the variables that go into motivation
and their relationship with each other.

 Abraham Maslow suggested that people have a complex set of exceptionally
strong needs and the behaviour of individuals at a particular moment is
usually determined by their strongest need.

 Leadership is an essential component of management and plays a crucial
role in managerial functions. Energetic and efficient leadership is the single
feature that distinguishes between successful and unsuccessful organizations.

 Leadership styles can be classified according to the philosophy of the leaders.
What the leader does determines how well he leads. A style of leadership is
a ‘relatively enduring set of behaviour which is a characteristic of the
individuals, regardless of the situation.’ Some of the more significant
leadership styles are autocratic or dictatorial leadership, participative or
democratic leadership and laissez-faire or free-reign leadership.

 While many organizations have been successful due to only one person at
the top making decisions, committees and task forces have become more
and more necessary as the organization grows into complexity. Because of
collective information and analysis, committees are more likely to come up
with solutions to complex problems.

 A model for deciding whether to use a group for decision-making purposes
was proposed by Vroom and Yetton. They divided the decision-making
process into five styles ranging from totally individualized decision-making
by the manager at one extreme to totally participative decision-making style
at the other extreme.

 Communication is the interchange of thoughts and information to bring about
mutual understanding. It is an exchange of facts, ideas, opinions and
emotions. It involves telling, listening and understanding. The methods of
communication are oral or verbal, written, non-verbal, visual and audiovisual.
Silence is also a form of communication, and is more often eloquent than
words.

 Essentials of effective communications are (i) clarity of purpose, (ii)
understanding of the process, (iii) addressing the right target audience, (iv)
requisite communication skills, (v) adequate information, (vi) proper planning,
(vii) positive approach and (viii) sincerity.

 Interpersonal communication skills are an important facet of the process of
communication, and as such are extremely relevant for achieving personal
as well as professional success. Interpersonal communication refers to
faceto- face or person-to-person communication.

 Transactional analysis (TA) is regarded as one of the most promising
breakthroughs in psychiatry in many years. TA, which constitutes yet another
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valuable approach to the understanding of human behavior and action, was
originally developed by Dr Eric Berne, author of the book,Games People
Play.

 The word ‘intra’ means inside or within. In contrast to interpersonal
communication, which implies communication with the other person,
intrapersonal communication implies with the self. It refers to communication
within the self, involving the process of thinking and feeling.

 Delegation is the downward transfer of formal authority from one person to
another. Superiors delegate authority to subordinates to facilitate the
accomplishment of the assigned work. Delegation of authority becomes
necessary as the organization grows. The chief executive cannot perform all
the tasks of the organization himself so that he must share some of his duties
with his immediate subordinates.

2.20 KEY TERMS

 Specialisation: It is the process of concentrating on and becoming expert
in a particular subject or skill.

 Groupthink: It refers to the situation where the members’ desire for
complete consensus overrides their motivation to disagree with an argument
or critically and realistically evaluate other available alternatives.

 Communication: It is an interchange of thoughts and information to bring
about mutual understanding.

 Intrapersonal communication: It is a method of communication that helps
every person to communicate with himself or herself. It helps in clarifying
what is known as the self-concept and is basically an introspective exercise

 Interpersonal communication: It refers to face-to-face or person-to-
person communication.

2.21 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. Differentiate between operating level problems and strategic level problems.

2. Briefly mention the variables that affect the risk-taking attitude.

3. What are the disadvantages of procrastinating by individuals in organizations?

4. How can the effectiveness of MBO be improved?

5. Define organizational structure.

6. Briefly mention the need for coordination in an organization.

7. What is the role of ethics committee in an organization?
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8. List the assumptions of McGregor’s Theory X.

9. What do you mean by autocratic leadership?

10. Write a short note on transactional analysis.

11. What do you mean by delegation of authority?

Long-Answer Questions

1. Discuss the factors that affect the decision making process.

2. Describe the steps in the rational decision-making process.

3. Discuss the limitations and drawbacks in decision-making.

4. Describe the various characteristics of the organizational structure.

5. Discuss the categories of departmentation.

6. Explain the factors that affect the span of management.

7. Examine the advantages of centralization and decentralization.

8. Discuss Maslow’s Hierarchy of Needs theory.

9. Analyse the different types of leadership styles.

10. Discuss the advantages and disadvantages of group decision-making.

11. Discuss the concepts of interpersonal and intrapersonal communication.
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3.0 INTRODUCTION

This unit introduces you to controlling. Control is one of the most important functions
of management, second perhaps, only to the function of decision-making. Control
has very broad applications both in the personal as well as industrial world, which
ensures that events turn out the way they are intended to. Control is a powerful
force if applied properly. For example, energies like nuclear power and controlled
air and water run machines and industries. Control is a set of mechanisms used to
evaluate the organizational performance against the set standards. When deviations
occur, appropriate steps are taken to correct these deviations to ensure that the
organization stays on course. This unit discusses the concepts, characteristics and
techniques involved in managerial control. This unit will also explain the importance
of organizational behaviour and cultural diversity.

3.1 OBJECTIVES

After going through this unit, you will be able to:

 Understand the meaning and importance of control

 Discuss the creation of standards against which performance is measured

 Explain some of the devices used in measuring performance

 Discuss some of the characteristics of effective controls

 Examine the different types of managerial control techniques

 Analyse the concept of organizational behaviour, global and cultural diversity
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3.2 THE SYSTEM AND PROCESS OF
CONTROL: TECHNIQUES, CHALLENGES
AND INFORMATION TECHNOLOGY

Control is very important in both organized living as well as ‘living’ organizations.
When things go smoothly as planned, they are considered to be under control.
‘Self-control’ is a word we are all familiar with and which simply means that we
discipline ourselves in such a manner that we strictly adhere to our plans for our
lives and generally do not deviate from these plans. Controls are there to ensure
that events turn out the way they are intended to. It is a dynamic process, requiring
deliberate and purposeful actions in order to ensure compliance with the plans
and policies previously developed. This means that the managerial functions of
planning and controlling are very closely related. Without proper controls, planning
itself has little meaning. According to Robert L. Dewelt, the importance of the
planning process is quite obvious. Unless we have a sound chartered course of
action, we will never quite know what actions are necessary to meet our objectives.
We need a map to identify the timing and scope of all the intended actions. This
map is provided through the planning process. However, simply making a map is
not enough. If we do not follow it or if we make a wrong turn along the way,
chances are we will never achieve the desired results. A plan is only as good as
our ability to make it happen. We must develop methods of measurement and
control to signal when deviations from the plans occur so that corrective action
can be taken. The interrelationship between the functions of planning and controlling
is clearly evident. Planning involves the establishment of the organization objectives
and the development of strategies, while controlling establishes standards of
performance and compares the actual results with the planned results to determine
whether operations are being performed according to plans.

Objectives

A good budgetary control technique should have the following essential features:

 Prompt feedback: A good budgetary control technique should be able to
give prompt feedback concerning actual performance to the managers. This
can enable them to take quick actions to rectify and correct deviations.

 Clear-cut goals: Budgetary goals should be laid in definite terms for accurate
calculation and analysis of results. Goals and standards are set during the
planning process. The setting of goals has a major role in controlling. This is
because the controlling is aimed at directing a business’s actions towards its
goals. When the goals are clearly stated, the members of the organization
pay attention to ensuring that they are achieved. The goals set for an
organization can be tangible or intangible. Tangible goals can be easily
quantified in numerical terms. On the other hand, intangible goals cannot be
quantified numerically. For example, a company’s corporate social
responsibility activities cannot be defined in numerical terms.
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 Responsibility accompanied by authority: Besides the responsibility to
achieve budgetary targets, the concerned employees must be given the
required authority to apply the budgetary control technique.

 Comparison: Comparisons between the budgetary targets and functioning
results must be carried on from time to time. This facilitates early discovery
of deviations and minimizes possibility of loss.

 Flexibility: Budgets should be open to changes and review according to
changing market conditions. A good budgetary control technique should
permit considerable freedom to the person utilizing it.

 Harmonious participation: As a budget is a unified action, it should be
prepared in consultation with the employees. This will improve the level of
understanding the budget in the organization.

Process of Control

A business organization should be able to tailor controls suited to the particular
plan or manager. Controls should be designed keeping in mind certain elements
that a control process must constitute.

According to Robert J. Mockler:

Management control is a systematic effort to set performance standards
with planning objectives, to design information feedback systems, to
compare actual performance with these pre-determined standards, to
determine whether there are any deviations and to measure their
significance, and to take any action required to assure that all corporate
resources are being used in the most effective and efficient way
possible in achieving corporate objectives.

Mockler’s definition divides the process of control into four steps. These
steps are described as follows:

1. Establishing Standards

The control process begins with the establishment of standards of performance
against which organizational activities can be compared. These are levels of activities
established by management for evaluating performance. These standards must be
clearly specified and understood by all organizational members without ambiguity.
They should be defined in measurable terms, wherever possible, such as physical
units produced over a period of time, profit to be made per unit and so on. Vaguely
worded standards or general goals such as ‘better skills’ or ‘high profits’ are difficult
to interpret and hence lead to confusion and conflict. For example, the goal of a
real estate broker may be to sell four houses per month. He can then plan the
month and monitor his performance. Similarly, a vice-president in charge of
production may have a goal of keeping the production cost within the assigned
budget over a period of time. In attaining such a goal, he will be able to monitor the
costs and take corrective actions wherever it is necessary. In another example, a
college professor may have set a goal of covering ten units from a book over a
period of one semester. He can plan his schedule of teaching accordingly to meet
that goal. These precisely-stated standards, goals and objectives facilitate
communication with all persons making the control process easier to monitor.
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There are situations where it is not possible to quantify standards such as in
the case of high morale, community relations, discipline or creativity. In such cases,
all efforts should be made to fully understand these qualitative goals and design
control mechanisms that would be useful in measuring performance in these
situations. Most of these control mechanisms would be subjective in nature and
decisions would be made on the basis of experience, analytical observations and
intuitive judgments.

2. Measuring Performance

Once the standards have been established, the second step in the controlling process
is to monitor and measure the actual performance. Monitoring and measuring is a
continuous activity and involves collection of relevant data that represents the
actual performance of the activity so that a comparison can be made between
what is accomplished and what was intended to be accomplished. The measurement
of actual performance must be in the units similar to those of predetermined
criterion. The unit or the yardstick thus chosen should be clear, well-defined and
easily identified and should be uniform and homogeneous throughout the
measurement process.

3. Measuring Devices

One of the most difficult tasks in measuring actual performance is the selection of
an appropriate measure. It is very important that all performance measures used
in controlling organizational and individual performances be both valid as well as
reliable. Validity reflects as to how good the performance measure is and reliability
describes as to how consistent such performance measure is in obtaining results.
The methods of measurement established would answer the question, ‘What, how
and when to measure?’

The organizational objectives would determine as to ‘what’ is to be measured.
‘How’ to measure the outcome of an activity would depend upon the type of
activity and whether continuous measurement or only spot checks are required.
The type of activity would also determine as to ‘when’ measurement would take
place. For example, some professors measure the performance of students only
by one final examination while other professors give frequent quizzes during the
semester of studies.

Some of the measuring devices used are as follows:

(i) Mechanized measuring devices: This involves a wide variety of
technical instruments used for measurement of machine operations,
product quality for size and ingredients and for production processes.
These instruments may be mechanical, electronic or chemical in nature.
Some electronic devices are used to check passengers at the airport
for carrying prohibited items, while some are used to detect shoplifting
and unchecked books from the library. Polygraph tests are used to
check people’s explanations for certain acts.

Computers are becoming increasingly important as measuring devices.
They can monitor operations as they occur and simultaneously analyze
data so collected. Many retail stores use computerized scanning
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equipment that simultaneously monitors sales and prices of various
items and tracks inventory by department, vendor and branch store.

(ii) Ratio analysis: Ratio analysis is a powerful management tool for
measuring various aspects of business operations. It describes the
relationship of one business variable to another. The following are
some of the more important ratios.

(a) Net sales to working capital: The working capital must be
utilized adequately. If the inventory turnover is rapid, then the
same working capital can be re-used. Hence, for perishable
goods, this ratio is high. Any change in this ratio will signal a
deviation from the norm.

(b) Net sales to inventory: The greater the turnover of inventory,
generally, the higher the profit on investment.

(c) Current ratio: This is the ratio of current assets (cash, accounts
receivables) to current liabilities and is used to determine a
company’s ability to pay its short-term debts.

(d) Net profit to net sales: This ratio measures the short run
profitability of a business.

(e) Net profit to tangible net worth: Net worth is the difference
between tangible assets and total liabilities. This ratio of net profit
to net worth is used to measure profitability over a long period
of time.

(f) Net profit to net working capital: The net working capital is
the operating capital on hand. This ratio would determine the
ability of the business to finance day-to-day operations.

(g) Collection period on credit sales: The collection period should
be as short as possible. Any deviation from established collection
periods should be promptly investigated.

(iii) Comparative statistical analysis: The operations of one company
can be usefully compared with similar operations of another company
or with industry averages. It is a very useful and practical performance
measuring methodology. For example, farmers can compare output
per acre with farmers at other locations. Any differences can be
investigated and the reasons for such differences can be ascertained.
Similarly, hospitals at one location can measure their medical costs
against those of other hospitals, and the performance of police
departments can be measured by comparing crime rates in their locality
with those in other localities. Statistical models can be used for such
measurements and such comparisons.

(iv) Personal observation: Personal observation, both formal as well as
informal can be used in certain situations as a measuring device for
performances, especially the performances of personnel. The informal
observation is generally day-to-day routine type. A manager may walk
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through a store to get a general idea about how people are working.
An airline officer may fly incognito to evaluate the performance of
inflight attendants.

Formal observation is properly planned and requires preparation. For
example, professors are periodically evaluated by their peers and their students.
The inflight performance of commercial airline pilots is regularly measured by
representatives of Federal Aviation Agency (FAA).

4. Comparing Measured Performance with Performance Standards

The next step in the control process is to compare actual performance to the
standards set for such performance. This comparison is less complicated if the
measurement units for the standards set and for the performance measured are
the same and are quantitative in nature. Such comparison becomes more difficult
when they require subjective evaluations.

The comparison shows us if anything has gone wrong in the process or
operations; if there is any deviation, negative or positive and what must be done as
a restorative process for correcting such a deviation. Furthermore, this comparison
not only results in the correction of the divergence, but also ensures the application
of the preventive steps which could guide the conduct of operations in the future.

Evaluation of deviation: Before a deviation is corrected, a thorough
investigation should be undertaken regarding the reasons for such a deviation. The
management should look not for symptoms but for the root cause of the problem.
Some of the questions to be looked into are:

 Were these deviations due to unrealistic standards?

 Could the suppliers have shipped faulty materials?

 Are the operators less efficient, dishonest about results or misinformed
about applicable standards?

 Is the equipment in poor condition?

 Is the quality control department doing an adequate job?

There are many instances where projects have gone over the budget and
have been delayed. In such cases, these projects should be examined in their
entirety and from all angles in order to determine the root cause of such a
discrepancy.

Deviations can be of two types, namely negative and positive.

(i) Negative deviations. Negative deviations are those that have negative
repercussions and may be in the form of cost overruns or the project
being behind schedule or the quality or quantity of the product being
below the expected standards.

(ii) Positive deviations. Positive deviations indicate that the performance
was better than expected and the goals achieved were either earlier
than anticipated or less costly than planned. These positive deviations
should also be fully investigated as to why underestimations were made
so that new revised estimates can be established.
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5. Taking Corrective Action

Once the deviations have been detected and presented to the management for
consideration, the decision must be taken as to what corrective actions are needed
to remedy the situation. However, these corrective actions must be taken within
the constraints of acceptable tolerance levels, outside environmental constraints
such as those imposed by organizational culture or guidelines, labour unions,
political and economic considerations and internal constraint of cost and personnel.

Since the actual results do not always conform to the desired results, some
deviations may be expected for which no corrective action may be needed.
However, when deviations are of a sufficiently serious nature, the following actions
may be taken.

 Management must deal with the root causes of the problems and not the
symptoms.

 Any corrective action should be taken promptly in order to make it
most effective.

 Whenever and wherever possible, the corrective action should be built
into the existing operations and these controls should be self-monitoring,
i.e., the actions should be automatic such as in the case of a thermostat
in controlling the heat. (This field is known as ‘cybernetics’).

 It must be understood that the goal itself is not a static phenomenon, but
is a function of the dynamics of the environment. Hence a look into the
need for altering the target itself caused by shifts in the environment may
be necessary.

3.2.1 Devices of Control

Given below are the devices of control:

Feed-forward controls

These controls are also known as pre-controls and are basically preventive in
nature. The control takes place before a work is performed. In this regard,
management creates policies, procedures and rules aimed at eliminating behaviour
that can cause undesirable work results. These controls are designed to eliminate
the cause of any deviation that might occur later in the process. For example, a
thorough quality control on the input raw materials would be considered as a
feed-forward control. This would eliminate problems in production or output that
could be due to faulty raw materials. Similarly, if a student is doing poorly in course
at the beginning of a semester, he should not wait until the end of the term to make
changes in his study habits. He must make adjustments before it is too late.

These controls are meant to make sure that performance objectives are
clear and all resources are available at the time when needed in order to attain
these objectives.

Feedback controls

Also known as post-action control, feedback controls measure results from
completed action. The result of the completed activity are compared with pre-



Global Leading and
Organizational Behaviour

NOTES

Self - Learning
164 Material

determined standards, and if there are any deviations, corrective action can be
taken for future activities. For example, a restaurant manager may ask you how
you liked the food after your dinner and take your suggestions into account to
improve the meals.

These controls help explain as to what really happened during the process
of achieving the output. For example, if the actual expenses for office supplies
exceed the budgeted expenses for a given year, then the reason for such a difference
can be investigated and in the light of this feedback the budget for the following
year can be revised or controlled.

One advantage of feedback control is that it enhances employee motivation.
People want information as to how well they have performed and feedback control
provides this information.

3.2.2 Requirements of Effective and Integrated
Controls

Controls at every level focus on inputs, processes and outputs. It is very important
to have effective controls at each of these three stages. Effective control systems
tend to have certain common characteristics. The importance of these
characteristics varies with the situation, but in general, effective control systems
have the following essential characteristics.

 Accuracy: Effective controls generate accurate data and information.
Accurate information is essential for effective managerial decisions. Inaccurate
controls would divert management efforts and energies on problems that
do not exist or have a low priority and would fail to alert managers to
serious problems that do require attention.

 Timeliness: There are many problems that require immediate attention. If
information about such problems does not reach management in a timely
manner, then such information may become useless and damage may occur.
Accordingly, controls must ensure that information reaches the decision
makers when they need it so that a meaningful response can follow.

 Flexibility: The business and economic environment is highly dynamic in
nature. Technological changes occur very fast. A rigid control system would
not be suitable for a changing environment. These changes highlight the
need for flexibility in planning as well as in control. Strategic planning must
allow for adjustments for unanticipated threats and opportunities. Similarly,
managers must make modifications in controlling methods, techniques and
systems as they become necessary. An effective control system is one that
can be updated quickly as the need arises.

 Acceptability: Controls should be such that all people who are affected
by it are able to understand them fully and accept them. A control system
that is difficult to understand can cause unnecessary mistakes and frustration
and may be resented by workers. Accordingly, employees must agree that
such controls are necessary and appropriate and will not have any negative
effects on their efforts to achieve their personal as well as organizational
goals.
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 Integration or Integrated control: When the controls are consistent with
corporate values and culture, they work in harmony with organizational
policies and hence are easier to enforce. These controls become an
integrated part of the organizational environment and thus become effective.

 Economic feasibility: The cost of a control system must be balanced
against its benefits. The system must be economically feasible and reasonable
to operate. For example, a high security system to safeguard nuclear secrets
may be justified but the same system to safeguard office supplies in a store
would not be economically justified. Accordingly, the benefits received must
outweigh the cost of implementing a control system.

 Strategic placement: Effective controls should be placed and emphasised
at such critical and strategic control points where failures cannot be tolerated
and where time and money costs of failures are greatest. The objective is to
apply controls to the essential aspect of a business where a deviation from
the expected standards will do the greatest harm. These control areas include
production, sales, finance and customer service.

 Corrective action: An effective control system not only checks for and
identifies deviation but also is programmed to suggest solutions to correct
such a deviation. For example, a computer keeping a record of inventories
can be programmed to establish ‘if-then’ guidelines. For example, if inventory
of a particular item drops below five per cent of maximum inventory at
hand, then the computer will signal for replenishment of such items.

 Emphasis on exception: A good system of control should work on the
exception principle, so that only important deviations are brought to the
attention of management. In other words, management does not have to
bother with activities that are running smoothly. This will ensure that
managerial attention is directed towards error and not towards conformity.
This would eliminate unnecessary and uneconomic supervision, marginally
beneficial reporting and a waste of managerial time.

3.2.3 Special Control Techniques: Global Controlling
and Global Challenges

The process of planning and controlling go hand in hand in the management of any
organization. This necessitates the implementation of certain managerial control
techniques that help to determine whether activities are executed according to
plans. The various techniques of managerial control can be classified into two
categories:

I. Traditional control techniques

II. Modern control techniques

Let us discuss these techniques in detail.

I. Traditional Control Techniques

The traditional control techniques can be further classified into:

(i) Budgetary Control

(ii) Non-Budgetary Control
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Meaning of budgetary control

Budgetary control is a method that sets performance requirements through the
preparation of budgets. It calculates and compares actual results with corresponding
budget data and takes necessary actions to correct the deviations. The process
consists of preparing and utilizing budgets to evaluate actual operations. Budgets
can be of several types like production budget, sales budget, cash budget, master
budget, etc.

Non-budgetary control techniques

The following are various non-budgetary control techniques:

 Personal observation: This is the most effective means of control that
helps to avoid unruly situations. Deviations are discovered much earlier and
promptly corrected in this technique. It enhances motivation and morale
among the employees of the organization.

 Statistical data: Data presented in the form of charts, graphs and diagrams
provide a quick understanding of the problem. This technique is, therefore,
used more often for managerial control. They are applied specifically in the
field of quality control.

 Special reports: Special reports prepared by experts through special
investigation are useful in specific cases. This is because; sometimes, routine
statistical and accounting reports are not satisfactory for control.

 Internal audit: Internal audit provides a recurrent review of the activities
and accounts of an organization by its own staff. It helps to analyse the
effectiveness of plans and methods of work in comparison with the
organizational activities. It also helps in avoiding mistakes and frauds.

 Ratio analysis: The control of the total functioning in an organization
becomes possible by an analysis of the profitability, liquidity and solvency
ratios. For example, the ‘Financial Statement Analysis’ facilitates diagnosing
the suitability of a business venture.

 Break-even analysis: The break-even analysis is an analysis of the inter-
relationship between cost, volume and profit. The break-even chart
graphically represents the relationship between costs, volume and profits.

 Standard Costing: Standard costs refer to predetermined costs used as
standards for calculating actual performance. A standard cost helps to
distinguish between controllable and uncontrollable costs.

II. Contemporary Control Techniques

With the changing times, many new techniques and methods of managerial control
have been developed to enhance the control of complex events. These techniques
are based on an integrated approach towards the planning and control functions.
The different modern techniques of managerial control are as follows:

 Return on Investment

 Human Resource Accounting

 Management Audit
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 Responsibility Accounting

 PERT/CPM

Return on Investment (ROI)

Alternatively called as Rate of Return, this technique can be used for both planning
and controlling objectives. It is derived from a ratio between the total profit and
the total investment of an organization. Return on Investment helps to evaluate the
functioning of an organization in the light of its total profit earned so far. Besides
profit planning, this technique is also useful and suitable for capital budgeting in
particular and for long-term investment.

If the rate of return on investment is satisfactory, it is considered an indicator
of good performance. The return on investment can be compared over a period of
time as well as with that of other similar concerns. This comparison depicts the
current performance as opposed to the other periods. ROI measures the efficiency
of a concern.

If you buy 1,000 shares of a stock at $10 each, then sell those a year later
for $12 a piece, you’ve made $12 for every $10 you spent, or $1.20 for every
$1. In this case, your return on investment is 20%, because you made back your
initial investment plus an extra 20%.

Advantages of ROI

ROI has the following advantages:

1. ROI helps to know whether the resources are employed effectively or not.

2. It concentrates on the basic objective of business, namely profit earning.

3. ROI facilitates decentralization of authority. By defining a target rate of return
for each department, it provides possible autonomy of management to
departmental heads.

Disadvantages of ROI

ROI also suffers from certain disadvantages:

1. In case of frequent price changes, it becomes difficult to calculate it.

2. Being a short-term concept, the aim to increase current ROI makes managers
ignorant of long-term investment like research and development, executive
development, etc., of the organization.

Human resource accounting

Human Resource Accounting is the process of identifying and measuring data
regarding Human Resources and presenting this information to the interested parties.
It can therefore be said that it is an attempt to identify and report the investments
made in the Human Resources of an organization that are currently not accounted
for in the Conventional Accounting Practices.

Most control techniques calculate financial performance in terms of costs,
profits, revenue and other such concrete factors. However, the most important
contributing factor, viz. human resources, is overlooked in these techniques. The
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Human Resource Accounting technique by Likert helps in the calculation of human
resources. This technique involves:

1. Accounting for people as an organizational resource

2. Involving measurement of the cost incurred in the acquisition and
development of human assets and

3. The measurement of economic value of employees to an organization.

The value of any individual or employee is defined in this technique, in terms
of the contemporary worth of the various services he is supposed to provide to
the organization. This value is known as ‘Individual’s Expected Realisable Value’.
(IERV)

Advantages of human resource accounting

Human resource accounting has the following advantages:

1. This technique provides a sound basis for planning and controlling human
resources.

Disadvantages of human resource accounting

The disadvantages of human accounting are as follows:

1. No general, dependable standards of human resource measurement are
available.

2. The technique tends to reduce human qualities to sheer monetary values.

Management Audit

Management audit can be defined as an independent and critical evaluation of the
total managerial process. It records the deviations from the principles and practices
of effective management at different levels of organization. Then the impact of
these deviations on the organization and on end results is noted.

A management audit involves analysis and assessment of the capabilities of
a company is effectuating its objectives. Management audit is not aimed at
appraising individuals for their performance. It evaluates the management team for
its capability in working for the interest for the shareholders. It is important to note
that management audit assesses the overall management of the company and not
the performance of individual managers.

Advantages of management audit

Management audit has the following advantages:

1. No well-defined principles and procedures are available.

2. There is shortage of well-qualified management auditors.

3.  Absence of an objective and independent approach to the audit.

Responsibility accounting

Responsibility accounting is a kind of management accounting that is responsible
for the management, budgeting, and internal accounting of an organization. The
main aim of this accounting is to support all the Planning, costing, and responsibility
centres of an organization.
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In this technique, costs are accumulated and reported by levels of
responsibility. Accounting statements are created for all levels of management.
These statements are designed for the operating people, to control their operations
and costs.

Responsibility Accounting classifies organizational management into
responsibility centres. A responsibility centre is an organizational segment such as
division, department or section led by a manager who is responsible for specified
targets of performance. There are four types of responsibility centres:

 Cost centre: A cost centre measures financial performance by noting
whether the assigned tasks are done within the planned expense amount.

 Profit centre: A profit centre measures the financial performance
according to the achieved budgeted profit.

 Revenue centre: The revenue centre measures the financial
performance by noting if the specific segment has achieved the budgeted
levels of sales revenue.

 Investment centre: In the investment centre a manager is held
responsible for effective use of invested capital or for the planned return
on investment.

Network techniques: PERT and CPM

Network techniques are recent developments applied in management planning
and control of an organization. These techniques apply the network theory of
scheduling problems. In a network, complex projects are divided into a series of
activities performed sequentially. PERT and CPM are the two most popular
network techniques. The two techniques are based on the same principles yet
differ in some respects.

PERT stand for Program Evaluation and Review Technique. It was
developed by U.S. Navy in 1957-58 in connection with Polaris weapons system.
It is a visual network and is most appropriate for controlling complex, unique,
non-recurrent and large projects where multiple organizations are involved with a
complicated network of interdependencies. These projects may be building large
weapon systems, skyscrapers, dams, ships, airport facilities and so on. PERT
displays graphically a project’s activities, provides estimates of how long the project
and its component activities will take, indicate as to which activities are most critical
at the time of project completion and suggest how long an activity within the project
can be delayed without delaying the entire project.

Essentially, this technique expresses the total program or operation as a
network of events and activities and their interrelationships with each other. The
construction of PERT network requires the most detailed analysis and assessment
of each component of the total project. Management must have a clear focus on
the various sequences of activities needed to complete the project. Each activity
should be optimally timed since the total project in highly time critical.

PERT can be used as a planning tool as well as a controlling tool. In its
planning function, it is used to compute the total expected time needed to complete
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the project and it can identify ‘bottle-neck’ activities that have a critical effect on
the project completion date. As a control activity it is possible to estimate the
probability of meeting project deadlines as well as completion of its component
parts so that the entire process can be put under close watch to see if there are
any deviations from the most probable projected times of completion.

PERT in an excellent tool for planning, controlling and monitoring the progress
of one-time only complex projects and the emphasis is on time-scheduling, as for
example, in the construction of a new plant. If the activity runs over or under the
estimated time, then the management can reassign manpower and other resources
so that the entire project does not fall behind schedule.

Although PERT and CPM were developed separately and originally there
were many differences between the two, over time these project planning techniques
have become almost identical. CPM also is a display of a complex project as a
network, with one ‘time estimate’ used for each step in the project, as compared
to PERT where three ‘time estimates’ are used. In this technique the times and
cost of activities are known. It accommodates situations in which sets of
standardized activities are a part of the project for which the times for completion
of these activities can be more accurately calculated. However, since there is only
one time estimate, which may or may not be accurate, the probability for completing
the project on time is difficult to compute. In all other aspects PERT and CPM
one similar.

The PERT Method Implementation Steps

The following steps should be tracked while creating a PERT chart:

1. List the Activities and Milestones: The first step is to acknowledge the tasks
required to complete a particular project

2. Define the sequence of activities: The second step is to define the sequence
in which activities should take place. At times, it requires a deeper analysis.

3. Create a network diagram: The third step involves building a network
diagram, either with the help of software or by hand. The activities will be
placed on the diagram.

4. Estimate the duration of each activity: The three duration estimates used by
the PERT Method are Optimistic Estimate, Pessimistic Estimate and Most
Likely Estimate. With the help of these three estimates the expected duration
is determined.

Expected time is calculated with the help of the PERT Analysis formula
below:

Expected time = (Optimistic + 4 x Most likely + Pessimistic) / 6

5. Determine the critical path: This is the longest path of the network diagram.
Forward and backward pass calculations are done to determine the critical
path.
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PERT Method Example

Suppose you are the project manager of a power plant project. You tracked the
steps mentioned above and gave the following inputs

 All the Activities

 Predecessors

 Optimistic, Pessimistic, and Most Likely Activity Durations

By using ‘The Pert Formula = (To + 4Tm + Tp)/6’, you calculated the
expected duration for each activity.

All the inputs are listed in the table below.

After creating a network diagram and finding out the activity durations, you
will determine the critical path by making forward and backward pass calculations.

Forward Pass Calculations mention the minimum dates at which each activity
can be performed; it is the minimum duration of a project.
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Backward Pass Calculations specify the latest dates by which each activity
can be done without increasing the minimum duration of the project.

After doing the backward pass calculation, you can easily decide the critical
path. ‘Float’ or ‘slack’ is the amount of time that a task can be delayed without
affecting the deadlines of other subsequent tasks, or the project’s final delivery
date. Total float/slack is 0 on the critical path.
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Critical Path

When we look at the network diagram, we see that there are some paths
and every path have duration. The critical path is the longest path in the network
diagram and the total float of the critical path is zero.

Advantages and Limitations of PERT

Advantages

1. It forces managers to plan their projects critically and analyze all factors
affecting the progress of the plan. The process of network analysis requires
that the project planning be conducted in considerable detail from the start
to the finish.

2. It gives the management a tool for predicting the impact of schedule changes
so that they can be prepared to correct such situations as needed.
Bottlenecks and potential trouble spots are discovered early enough so as
to apply some preventive measures or corrective actions.

3. The task and their relationships are graphically presented for easier and
visual evaluation and individuals in different locations can easily determine
their roles in the total task environment.

4. The PERT time (Te) is based upon three-way estimate and hence is the
most objective time in the light of uncertainties and this technique results in
greater degree of accuracy in time forecasting.

5. It results in improved communication. The network provides a common
ground for various involved and interdependent parties such as designers,
contractors, project managers and so on. They must all understand each
other and clearly communicate with each other in order to clarify the roles
and contributions.



Global Leading and
Organizational Behaviour

NOTES

Self - Learning
174 Material

The network will highlight areas that require attention of higher priority so
that concentration can be applied to the key jobs without ignoring the lower priority
tasks. This gives the management an opportunity to shift attention to any critical
task so that the entire project can be completed in time.

Limitations

1. There is uncertainty about the estimate of time and resources. These must
be assumed and the result can only be as good as the assumptions.

2. The costs may be higher than the conventional methods of planning and
control. Because of the nature of networking and network analysis, it requires
a high degree of planning skill and greater amount of detail which would
increase the cost in time and manpower resources.

3. It is not suitable for relatively simple and repetitive processes such as assembly
line work which are fixed-sequence jobs. Hence PERT is not very effective
in manufacturing operations, since it deals in the time domain only and does
not deal with the quality information which is necessary in manufacturing
processes.

4. A computer is necessary to use PERT for large projects which can increase
the cost of the projects.

Check Your Progress

1. How is planning and control related?

2. Where should effective controls be placed?

3. What are the various categories of managerial control?

4. Define management audit.

3.3 DIRECTION: FUNCTION AND
SIGNIFICANCE

Directing is a managerial function performed by the top level officers in the
management. It means all decisions taken thereof should be implemented properly.
Every manager gives direction to subordinates and vice versa, every subordinate
gets direction from the respective manager.

Meaning of direction

Direction is a vital function of management as it is concerned with action and not
thought. It is the process of instructing, guiding, supervising and motivating people
towards the accomplishment of organizational goals. It is an actual performance
of people that is guided towards achieving common goals.

Characteristics of directing

Given below are the characteristics of directing:

1. Pervasive Function: Directing is essential at every level in every department
in an organization. Subordinates need constant guidance and inspiration
from their superiors to bring out the desired level of performance.
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2. Continuous Activity: Direction is an on-going activity and it goes with the
organization as it grows.

3. Human Factor: Directing is a function that deals with human relationship.
It involves determining individual and group behaviour vis-à-vis ongoing
guidance by superiors and an open communication between them.

4. Creative Activity: Direction is a function by which creative thought is
converted into action that meets organizational demands and motives.

5. Executive Function: Direction is a managerial function carried out by all
managers at all levels in an organization. Every manager needs to guide,
motivate, supervise and communicate with subordinates to get the work
done.

6. Dynamic Function: Direction is a dynamic function since methods and
styles vary with changes in people, their behavioural practices and
organizational growth.

7. Integrating function: Principle interest and or the group interest should
not clash with that of the individual motive. This is one of the basic purposes
of direction. It is the superior’s duty to strike a balance between the two.

Importance of directing

In many ways, direction can be understood as that which triggers the management
process. It is responsible for driving the organization towards success and
improvement. Planning and organizing are important functions but are by and large
preparatory functions. In order to make any managerial decision truly meaningful,
it is necessary to convert it into effective action which the manager accomplishes
by directing. The importance is further highlighted in the following points:

1. Direction initiates action.

2. Direction coordinates group effort.

3. Direction ensures maximum individual contribution.

4. Direction provides stability and balance to the organization.

5. Direction helps to achieve the objectives of an organization.

6. Direction motivates employees.

7. Direction creates work environment.

8. Direction is an irreplaceable function.

Principles of Directing

Generally, it is the manager’s task to understand the needs, motives and attitude of
subordinates and should be able to change strategies accordingly. The following
principles may be helpful in achieving successful direction:

1. Principles of directing objectives: This principle means that subordinates
should be made aware of their roles in the accomplishment and given a
clear understanding of the objectives of the given direction.

2. Principles of unity of command: This principle states that subordinates
should receive all orders and instructions vectored through only one superior.
It is necessary because no one can report to two bosses at the same time.
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3. Principles of direct supervision: Direction is most effective when it is
done face-to-face with subordinates. It helps in generating immediate
feedback, removing doubts and facilitating communication.

4. Principles of harmonizing objectives: An organization functions best when
individual goals are in harmony with organization goals.

5. Principles of effective leadership: This principle necessitates managers
to adopt an appropriate style of leadership to make direction effective.
Managers must be able to alter styles as per needs.

6. Principles of communication: The higher-ups must ensure that plans and
responsibilities are fully understood by subordinates. A two-way
communication system is the essence of direction which helps in providing
a free flow of ideas, information suggestions, complaints grievances etc.

7. Follow up: Direction is ineffective unless a strong feedback is given which
in turn creates a follow-up mechanism. Managers must give directions as
soon as feedback is received.

Elements of directing

Communication, supervision, leadership and motivation are the four essential
elements of direction.

A. Communication

Communication is an exchange of information, thoughts, ideas and emotions between
two or more individuals. It is complete and succeeds only when the desired response
is evoked.

Orders and Instructions

1. It should be clear and complete.

2. It should be compatible with the purpose of the organization.

3. It should be feasible.

4. It should be reasonable and attainable.

5. It should be constantly followed-up.

6. It should follow command in sequence.

7. It should be in writing, as far as possible.

B. Supervision

Supervision is an important means of direction; it is a process that ensures the
performance of subordinates in accordance with pre-decided plans, policies,
programmes, procedures, methods and rules of the organization. A supervisor,
therefore, has to perform the following functions:

 To assign task and define responsibilities

 To explain management plans

 To develop cooperation among team members

 To keep superiors informed about the progress of work
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 To listen to suggestions and complaints made by subordinates

 To coordinate work with other sections and divisions

C. Leadership

Leadership is the steering of actions of team members towards achieving goals
and targets. It is something that makes employees at all levels strive willingly for
achievement; a leader therefore performs the following functions:

 To advance the purpose of the group

 To inspire greater levels of productivity

 To guide and resolve differences within the group

 To motivate the group to work efficiently

 To ensure team work and spirit

 To develop a conducive work environment

D. Motivation

Without motivation, a manager cannot expect other employees to perform their
tasks with devotion and efficiency. In other words, everyone needs motivation to
get the job done. It influences human behaviour and motivates employees to accept
criticism positively and bring about desired changes.

Check Your Progress

5. Why is direction considered a dynamic function?

6. Define communication.

3.4 MANAGEMENT FUNCTIONS AND
RELEVANCE TO ORGANIZATIONAL
BEHAVIOUR

Organizational behaviour has been defined as the knowledge of people’s behaviour
at work. It is a meaningful solution to complex human problems. ‘Organizational
Behaviour is the study and application of knowledge about how people act within
an organization. It is a human tool for human benefit. It applies broadly to the
behaviour of people in all types of organization.’ The behaviour of people at work
depends on numerous factors such as technology, structure, group, social setup
and so on. The organizational structure has a significant place in shaping the behaviour
of people. Technology helps in the performance of the job in a successful and
systematic manner. Fred Luthans has rightly emphasised on behaviour.
‘Organizational behaviour is directly concerned with the understanding, prediction
and control of human behaviour in organizations.’ It is the study of the behaviour
of people to improve the efficiency of the organization. The understanding and
analysis of the behaviour of people helps in motivation for achieving the organizational
goal. The study of behaviour is essential because of the different nature of people.
Besides individual differences, people are whole persons and total human beings.
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Behaviour is changed as a result of motivation. Human dignity and ethics are
observed in their behaviour. An organization’s internal environment, social
environment, individual perception and learning, group affiliations and technological
development are instrumental in shaping behaviour. Behaviour is required to be
modified and developed to achieve the organizational goal.

‘Organizational behaviour is concerned with the study of the behaviour,
attitudes and performance of workers in an organizational setting, the organization’s
and informal group’s effect on the worker’s perceptions, feelings and actions, the
environment’s effect on the organization and its human resources and goals, and
the effect of the workers on the organization and its effectiveness.’ This definition
lays emphasis on individual attributes, the group’s effects, organizational structure
and environment for shaping the people at work. These factors are interdependent
and interrelated. Organizational behaviour is considered to be a branch of science
wherein human behaviour is studied, researched, concluded and channelized for
organizational effectiveness. Not only individual behaviour but the role of the group
and organizational structure are also studied. The interrelated and influencing
environment is appraised for deciding the typical behaviour of people at work and
their impact on the organization’s effectiveness and goal accomplishment.
Behavioural science studies the variables associated with the behaviour of people
and their performance. Stephen P. Robbins has said, ‘Organizational behaviour
(frequently abbreviated as OB) is a field of study that investigates the impact, that
individuals, groups and structure have on behaviour within the organizations for
the purpose of applying such knowledge toward improving an organization’s
effectiveness.’ Organizational behaviour has become a field of study to understand
the behaviour of individuals, groups and structure. The purpose of the study is to
modify and mould their behaviour for increasing the effectiveness and efficiency of
the organization. It is a systematic study of behaviour to improve the performance
of the people and the organization. Many important activities of the people’s
development are included under organizational behaviour. Motivation, learning,
personality development, conflict resolution, stress management and interpersonal
communication are thoroughly discussed under this discipline. Behaviour depends
on how people listen, observe, sense, ask and interact. Behaviour is a dynamic
process depending on the experiences of individuals and the experiences of others
related with the individuals.

Human behaviour is developed not in a vacuum but is shaped every time by
the behaviour of others and environmental factors. The behaviour of a worker
depends on the behaviour of his boss. If the supervisor is friendlier, trusting, informal,
approachable and competent, the productivity of workers will increase and they
will undertake more challenging jobs. The systematic evaluation of the factors
influencing the behaviour of employees provides the basis for the effective
performance of their jobs. Behaviour is caused and directed towards some specific
goals. Behaviour is predictable by understanding people and situations. Different
behaviour is perceived in different situations. This is the reason that different
behaviour is exercised by different people. Beneath these differences, there are
some common behaviour traits which may ordinarily be exercised by people.
Therefore, it is possible to predict behaviour. The systematic study of behaviour
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may help to predict behaviour accurately. The cause and effect analysis,
quantification of two variables of behaviour and experimental research provides
important information about behaviour and its influencing factors. The common-
sense observation of behaviour may or may not be correct as revealed by rigorous
analysis and scientific research.

Organizational behaviour is generally confused with organizational theory,
organizational psychology and human resources management. Organizational theory
is the study of structure, the system, sequences and the process of organization.
Organization behaviour, while studying all these subjects, delves into the behaviour
of individuals and groups. Organizational theory is based on macro study, whereas
organizational behaviour is a micro study of people’s behaviour. Organizational
psychology restricts its activities to psychological factors. Organizational behaviour
considers and combines all the branches of study, e.g. science, technology,
psychology, terminology, anthropology and other behavioural subjects.
Organizational behaviour has become the basis of human resources management
and development. The former is concept-oriented, whereas the latter is concerned
with the technology of human development. The variables influencing human
development are scientifically studied under organizational behaviour. Human
resources development is successful with the use of the knowledge of organizational
behaviour. There is a need for study of performance-oriented dependent variables,
the search for cause and effect for human resources development which is possible
through the use of concepts of organizational behaviour which helps personal
growth, self-actualisation, modification and organizational development. Human
relations, human activities and human resources management are activated, directed
and channelized by the application of the knowledge of organizational behaviour
which has become a field of study, research and application for the development
of human resources and the organization as a whole.

Importance

A study of Organizational Behaviour (OB) is beneficial in several ways. In the first
place, OB provides a road map to our lives in organizations. Every one of us has
an inherent need to know about the world in which we live. This is particularly true
in organizations, as they have a profound effect on our actions and behaviours.

Second, the field of OB uses scientific research to help us understand and
predict organizational life. This is not to say that this knowledge is absolute. The
decisions and actions that people in organizations make are determined by a complex
combination of factors. Besides, the field of OB is not a pure science.

Third, OB helps us influence organizational events. Though it is good to
understand and predict organizational events, most of us want to influence the
environment in which we live.

Fourth, OB helps an individual understand himself/herself and others better.
This helps improve interpersonal relations considerably. Of particular significance
are topics like attitude, perception, leadership, communication, and conflict, an
understanding of which will change the very style of talking and functioning of an
individual.



Global Leading and
Organizational Behaviour

NOTES

Self - Learning
180 Material

Fifth, the field of OB is useful for maintaining cordial industrial relations. If
an employee is slow in his or her work, or if his or her productivity is steadily
declining, it is not always because of denial of promotion or a poor work environment.
The relations between management and employees are often strained for reasons
which are personnel issues, not technical.

Finally, in the last couple of years, the Indian economy has been witnessing
an upward trend; every sector in the economy doing pretty well, registering an
overall growth rate of seven per cent per annum. In order to sustain this trend,
effective management of all sectors of the economy, particularly the industrial sector,
is of paramount importance. This is where OB comes into the picture. It is a
discipline which enables a manager to motivate his or her subordinates towards
higher productivity and better results.

3.5 ORGANIZATIONAL BEHAVIOUR
RESPONSES TO GLOBAL AND CULTURAL
DIVERSITY

Diversity can be defined as a mixture of people who vary by age, gender, race,
religion, and/ or lifestyle (Thomas 1992). One management challenge is to help
people understand diversity so that they can establish productive relationships
with people at work. Effectively managing a diverse workforce means adopting
practices that recognize all aspects of diversity. Perhaps nothing has greater
implications for managing diversity than the changing characteristics of the
workforce. The composition of the workforce is changing at a very high pace.
Most multinational organizations have a highly diverse workforce. Organizations
like Hewlett-Packard conduct workshops for all employees during which the
emphasis is on educating and encouraging managers to understand culturally different
employees and to create an environment that fosters productivity.

Workforces in Asia, Western Europe, Latin America, and North America
are growing more complex and diverse. Thus, managers need to recognize
differences resulting from this diversity, particularly in terms of what employees
want from their jobs. Some of the challenges that organizations face with a diverse
workforce are listed here (De Luca and McDowell 1992):

1. Language differences: Unless employees can understand each other,
communication is difficult or even impossible. Employees cannot train
each other or work together if they can’t communicate. Language barriers,
therefore, pose real and often serious problems that could lead to
misunderstandings regarding performance standards, work methods,
safety measures, and other essential working conditions.

2. National ethnic groupings: Sometimes employees tend to form strong
ethnic groups on the basis of similarities. Although such grouping develops
a strong sense of teamwork within the group, it doesn’t promote working
with others who don’t share the same language and cultural heritage.
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3. Attitude and cultural differences: Most people have developed
attitudes and beliefs about others by the time they seek a job. However,
some attitudes and beliefs create frustration, anger, and bitterness in
those at whom they are aimed. Managers who want to foster employee
tolerance are opting for a major change. In many organizations, women
and minorities are bypassed when important, formal decisions are made.
Informally, these people often are left out when others go to lunch or a
sporting event. These informal get-togethers give older employees a
chance to counsel junior employees about coping with problems. For
managers to effectively create an environment where everyone can
contribute to the organizations goals, attitudes must change.

Global Emergence of OB as a Discipline

Although the United States was the dominant economic power in the world
throughout the twentieth century, very few American business houses tried to expand
beyond American shores. It was really during the last quarter of the century that
businesses began to focus globally. However, it seemed that Japanese firms were
seizing centre-stage with phenomenal growth in the world markets during the 1970s
and 1980s. Japanese firms such as Toyota and Sony challenged management
practices with an emphasis on work team and total quality management (TQM).
Through the processes of continuous quality improvement and just-in-time (JIT)
manufacturing, Japanese products became the world-class standard of quality
and innovation in customer products.

Japan entered the 1990s with a recession that brought about major upheavals
in the way business had to be done. The once-assumed sacred practice of lifetime
employment within the families of large firms crumbled as managers began to lay
off employees to cut cost and scale back to excess production capacity. Further,
the breakdown of the Soviet Union in the early 1990s into independent republics
shifted the world economic–political order. Europe began a new era of technological
and economic growth. Historically protected industries such as telecommunications
and banking got transformed through open competition and mergers and acquisitions
on a global scale and the European Union became a reality (Rossant 1999). Then
in 1998, overheated economies in Asia—Indonesia and Thailand in particular—
devalued their currencies and the ripple effect of economic destabilization extended
to Latin America and other emerging regions. The United States once again was
the clear global leader in political and military influence and in business practice
and success. But a major disturbance in 2001, the destruction of the World Trade
Center (WTC) as a result of terrorist activities, contributed to American insecurity.
This short-term history of world events over the past 30 years emphasizes the
wild swings of instability that herald an era of global business, both competition
and cooperation. A global view becomes critical to managing in the twenty-first
century.

Besides these, due to other changes in the world economy, the entire world
has become a single stage for operating business. Hewlett-Packard assembles
computers in Guadalajara, Mexico, and 3M makes chemical and electrical parts
in Bangalore, India. The reason for these and other organizations choosing
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international locations for some of their new facilities are complex (Lei and Slocum
1992). These organizations want to establish sophisticated manufacturing and
service operations that promise growth, not just exploit cheap labour. New
technology and continuing drive for greater profits push organizations to build
plants and offices in other countries—plants that require only a fraction of the
employees required in plants back home.

The implication of these discussions for organizational behaviour lies in the
fact that now we cannot assume that people throughout the world hold the same
implicit employment relationship expectations. Nor can we assume that everyone
in a globally diverse workforce will embrace work teams, employee involvement,
reward systems, and other practices that are widely adopted in some of the
developed Western countries.

Globalization emphasizes the need to recognize the contingencies of effective
OB practice while dealing with a diverse workforce.

Check Your Progress

7. List the aspects of an organization that are instrumental in shaping behaviour.

8. What does the behaviour of a worker depend on?

9. What do you mean by diversity?

3.6 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Control is a dynamic process, requiring deliberate and purposeful actions in
order to ensure compliance with the plans and policies previously developed.
This means that the managerial functions of planning and controlling are
very closely related.

2. Effective controls should be placed and emphasised at such critical and
strategic control points where failures cannot be tolerated and where time
and money costs of failures are greatest.

3. The various techniques of managerial control can be classified into two
categories:

(i) Traditional control techniques

(ii) Modern control techniques

4. Management audit can be defined as an independent and critical evaluation
of the total managerial process.

5. Direction is a dynamic function since methods and styles vary with changes
in people, their behavioural practices and organizational growth.

6. Communication is an exchange of information, thoughts, ideas and emotions
between two or more individuals.

7. An organization’s internal environment, social environment, individual
perception and learning, group affiliations and technological development
are instrumental in shaping behaviour.
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8. The behaviour of a worker depends on the behaviour of his boss. If the
supervisor is friendlier, trusting, informal, approachable and competent, the
productivity of workers will increase and they will undertake more challenging
jobs.

9. Diversity can be defined as a mixture of people who vary by age, gender,
race, religion, and/ or lifestyle (Thomas 1992).

3.7 SUMMARY

 Control is necessary to ensure that the actual results of an activity do not
deviate from the expected results of the same activity.

 The function of control is to accomplish organizational goals by implementing
previously determined strategies and policies so that whatever needs to be
done is done properly. In other words, control maintains equilibrium between
means and ends or between efforts and output.

 The process of control involves establishing standards for outcomes of
activities, assuring performance of workers in relation to such activities by
employing such measuring devices as previously determined to be suitable
and relevant to measuring such performance, comparing such measured
performance with performance standards previously set, noting any
deviations—positive or negative—and taking corrective actions for any
negative deviations. Positive deviations should also be investigated to
determine as to why underestimations were made so that new revised
estimates could be established.

 The process of planning and controlling go hand in hand in the management
of any organization. This necessitates the implementation of certain
managerial control techniques that help to determine whether activities are
executed according to plans.

 Feed forward controls are meant to make sure that performance objectives
are clear and all resources are available at the time when needed in order to
attain these objectives.

 Also known as post-action control, feedback controls measure results from
completed action.

 The various techniques of managerial control can be classified into two
categories:

o Traditional control techniques

o Modern control techniques

 Management audit can be defined as an independent and critical evaluation
of the total managerial process.

 Network techniques are recent developments applied in management
planning and control of an organization. These techniques apply the network
theory of scheduling problems.
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 Directing is a managerial function performed by the top level officers in the
management. It means all decisions taken thereof should be implemented
properly. Every manager gives direction to subordinates and vice versa,
every subordinate gets direction from the respective manager.

 Communication, supervision, leadership and motivation are the four essential
elements of direction.

 The understanding and analysis of the behaviour of people helps in motivation
for achieving the organizational goal. The study of behaviour is essential
because of the different nature of people.

 Many important activities of the people’s development are included under
organizational behaviour. Motivation, learning, personality development,
conflict resolution, stress management and interpersonal communication are
thoroughly discussed under this discipline.

 Human behaviour is developed not in a vacuum but is shaped every time by
the behaviour of others and environmental factors. The behaviour of a worker
depends on the behaviour of his boss. If the supervisor is friendlier, trusting,
informal, approachable and competent, the productivity of workers will
increase and they will undertake more challenging jobs.

 A study of Organizational Behaviour (OB) is beneficial in several ways. In
the first place, OB provides a road map to our lives in organizations. Every
one of us has an inherent need to know about the world in which we live.
This is particularly true in organizations, as they have a profound effect on
our actions and behaviours.

 Diversity can be defined as a mixture of people who vary by age, gender,
race, religion, and/ or lifestyle (Thomas 1992). One management challenge
is to help people understand diversity so that they can establish productive
relationships with people at work.

 Although the United States was the dominant economic power in the world
throughout the twentieth century, very few American business houses tried
to expand beyond American shores. It was really during the last quarter of
the century that businesses began to focus globally.

3.8 KEY TERMS

 Management control: It refers to a systematic effort to set performance
standards with planning objectives.

 Cost standards: It refers to standards that indicate the financial expenditure
involved per unit of activity.

 Quality standards: It refers to standards express levels of quality expected
of a product or service.
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 Budgetary control: It is the process of determining various actual results
with budgeted figures for the enterprise for the future period and standards
set then comparing the budgeted figures with the actual performance for
calculating variances, if any.

 Communication: It refers to an exchange of information, thoughts, ideas
and emotions between two or more individuals.

3.9 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. What are the requirements of a good budgetary control technique?

2. Write a short-note on feedback control.

3. Briefly mention some of the characteristics of effective controls.

4. State any two characteristics of directing.

5. What are the main areas of concern of organizational behaviour?

6. What are some of the challenges that organizations face with a diverse
workforce?

Long-Answer Questions

1. Describe some of the quantitative standards against which performance
can be measured.

2. Discuss the traditional techniques of managerial control.

3. Explain the modern techniques of managerial control.

4. Discuss the principles of directing.

5. Analyse the elements of directing.

6. Discuss the ways in which the study of organizational behaviour is beneficial.
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4.0 INTRODUCTION

Stress is an important aspect of our life as it cannot be eliminated completely.
Various external factors can lead to stress in varying degrees. Therefore, it is essential
to incorporate techniques and strategies to manage stress. Likewise, conflict
management helps in bringing about constructive changes in the organization. Under
certain circumstances, conflict is necessary and desirable in order to create changes
and challenges within the organization. The concept of stress and conflict
management has been explained in this unit. This unit will also discuss the different
types of personality, group formation and team building activities.

4.1 OBJECTIVES

After going through this unit, you will be able to:

 Discuss the sources, nature and effects of stress

 Examine the influence of personality

 Explain the concept of conflict management

 Understand the foundations of group behaviour

 Analyse the key issues in team building
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4.2 STRESS: NATURE, SOURCES, EFFECTS
AND MANAGEMENT OF STRESS

When confronted with an uncomfortable situation like appearing for an interview,
giving a formal speech, missing a deadline or ending of an important relationship,
different people will have different feelings and reactions—some negative and some
positive. Stress refers to the body’s physiological, emotional, and psychological
responses to an individual’s well-being. When the response is in the form of a
deviation from healthy functioning, the state is called distress (Quick et al. 1997).
The reaction which activates and motivates people to achieve their goals, change
their environment, and face life’s challenges is called eustress. In other words, this
is the stress that is required for survival. However, most research focuses on distress
because it is a significant concern in the organizational setting (Sauter and Murphy
1995).

Types of Consequences and Sources of Stress

Stress at the organizational level can emanate from different factors. A few of
these are discussed in this section.

Task demands: Stress from the task demand emerges from changes enforced on
employees. Change often brings in uncertainty and unpredictability. Change emerges
from changes in the economic condition, technology, leadership, and structure.
Any kind of change requires adjustments from the employees. If one is not able to
respond to these changes effectively, it adds on to the level of stress.

Role demands: Certain negative characteristics of a person’s role at work can
increase the likelihood of his experiencing stress. Job role demands include high
workloads, idle period of time, job ambiguity, and conflicting performance
expectations. Sona Khanna is a fine example of how excessive demands at work
can stress out employees. A shift in-charge in an electronics plant, Sona is stressed
out by frequent emergencies and conflicts at work. She hardly has any authority to
match her responsibility. A medical examination after she fainted at work revealed
that she was suffering from high blood pressure. Stress caused by the excessive
demands at work had started affecting her health.

Overload: When there is an expectation from the organization to accomplish
more than the ability of the person, it results in work overload. It has been found
that for top- and middle-level managers, unreasonable deadlines and constant
pressure are the frequent stressors in their jobs (Zemke 1991). Quantitative overload
exists when people are requested to do more work than they can comfortably do
in the allocated time, and qualitative overload happens when the job requires them
to perform beyond their levels of competence and skills.

Underload: Most people wish to remain occupied and face optimum challenges
while performing their jobs. Work underload occurs when people have insufficient
work to fill their time or are not allowed to use enough of their skills and abilities.
Employees who are underloaded often feel bored, weary, are prone to injury, and
frequently absent from work. Machine-based assembly lines are an example of
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such a work environment. Operating nuclear power plants involves periods of
boredom that must be endured simultaneously with sufficient alertness to respond
to potential emergencies. Awareness of the costs of an ineffective response to an
emergency makes these jobs all the more stressful (Cooper 1987).

Role conflict: Role conflict exists when job functions contains duties or
responsibilities that conflict with one another. It is most commonly found among
middle managers, who find themselves caught between top-level management and
lower-level managers (Giordano et al. 1979). A typical example of a role conflict
would be when an employee has to decide between the demands made by the
boss to put in extra effort while doing the job or a demand made by the colleagues
to restrain one’s effort while doing the job. Sometimes, role conflict is also
experienced when one has to act contrary to one’s own belief and value system;
for example, when an individual is expected to take unethical or illegal decisions to
safeguard the interests of the organization at the cost of his own principles and
beliefs.

Role conflict brings about increased tension and reduced satisfaction to the
person concerned. In addition, it also destroys the level of trust and respect between
the two parties concerned, especially the one who is exerting conflicting role
pressures on the role incumbent. The results of this in the form of decreased morale
and social and psychological pressure can prove to be very costly for the person
and the organization.

Physical demands: The physical demands of the workplace can also have a
devastating impact on the mental and physical health of the employees. Poor
working conditions in the form of extreme temperatures, loud noises, too much or
too little lighting, radiation, and air pollutants are some examples of working
conditions that can take a toll on employees. The first impact of these factors is on
job performance, which starts deteriorating. High travel demands or long-distance
commuting, excessive travel, and long hours all add up to increased stress and
reduced performance. In addition to this, advancements in technology which
provides immense relief and efficiency to people who are proficient at it can cause
damage and stress to those who are averse to it.

With the increase in the number of call centres and business process
outsourcing firms (BPOs) in the business environment, the threat of physical
demands on employees has increased in intensity and can be the cause of stress-
related disorders if not checked immediately.

Career development: One of the major sources of stress in organizations today
is the aspiration level of employees. The issues related to career planning and
development such as job security, promotions, transfers and other developmental
processes like under-promotion (failure to grow in the job as per the aspiration
levels) or over-promotions (promotion to a job that exceeds the competency
levels of employees) can create high anxiety and stress among the persons
concerned. Whenever any change is introduced in the organization, employees
are concerned about its effects on their future. The employees experience many
career-related concerns such as, ‘Will I be able to contribute effectively in the
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new job? Is there a possibility of growth? Is the new job secure?’ These concerns
are the main sources of stress among them.

Organizational politics: Each and every employee of the organization is a part
of a formal or an informal group or team. Good working relationship with peers,
subordinates, and superiors is very crucial for the successful performance of the
organization and also to help employees to achieve their personal and organizational
goals. The disregard for each other in the organization results in rude behaviour
and becomes a cause for stress. A high level of political behaviour or office politics
can also be a source of stress for managers and employees. A by-product of
power struggles within an organization is heightened competition and increased
stress for participants. Managers who are caught up in power games and political
alliances also pass on pressure to subordinates (Matteson and Ivancevich 1987).

Aggressive behaviour: A very common form of aggressive behaviour in
organizations is observed in the form of violence and sexual harassment. Aggressive
behaviour that intentionally threatens or causes physical harm to other employees
has been defined as workplace violence. It has been found to be one of the major
sources of stress in firms (Atkinson 2001).

Sexual harassment is unwanted contact or communication of a sexual nature
(Mink 2000). Today, with more number of women employees entering the
corporate world, this issue has become very pertinent and has to be dealt with in
right ways. Management, therefore, has a strong responsibility to prevent sexual
harassment from happening in organizations. If at all it occurs, it has to be dealt
with quickly and firmly. Ignoring genuine complaints can prove to be costly.
Mitsubishi had to pay $34 million to 350 female workers at its Illinois plant because
it repeatedly ignored their complaints about a sexually hostile working environment.
Infosys had to make a $3 million payout to settle a sexual harassment case filed
against it and its former director, Phaneesh Murthy.

Environmental Factors

The environment in which the organizations operate has a profound impact on
their working. The economic, political, and technological events happening in the
external environment cause stress in varying degrees as they have many uncertainties
associated with them. The anxiety aroused by uncertain environmental factors
carries over into the workplace and then to our personal lives. Some of these
factors are included here.

Economic uncertainty: Downsizing, rightsizing, retrenchment, restructuring, etc.
are all done in the name of efficiency and cost reduction to improve profitability.
The employees who are made redundant as a result of these exercises are forced
to look for other means of sustenance. With the regulatory announcement made
by the government, organizations are left to find ways to manage these uncertainties
which can cause anxiety and stress both for the employer and the employees.

Technological changes: Advancements in technology in the form of automation,
computerization, and robotics has contributed immensely to the productivity and
profitability of organizations. However, it also has caused displacement of skilled
workers who have to now unlearn and learn new skills to match up with the
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expectations of the organization. The knowledge of advanced technology also
creates a disparity between the new breed of workers and the old masters of the
game. Older employees are generally resistant to learning necessary technical skills
and competing against the younger employees who are proficient in them. This
gap creates a feeling of negativity and antagonism between the two breeds of
workers, thereby generating stress.

Political uncertainty: Political disturbance in the external environment has
tremendous impact on the working of business organizations. The philosophies,
policies, and the systems approved by the political party which is in power determine
the ways organizations have to operate. This is more visible in government-funded
organizations like aerospace, defence, and science and technology. Even
unemployed persons can feel stressed out about political uncertainties as they
might affect their social security and welfare.

Strategies for Managing Stress

Stress is an aspect of our life that cannot be avoided. Since it cannot be eliminated
completely, one needs to understand the techniques and strategies to control its
effects and thereby enjoy more productive, satisfying lives both at the workplace
and away from the workplace. Since the source of stress lies both at the individual
level and at the organizational level, the techniques to control the negative impact
of stress have to be identified both at the individual and at the organizational level.

The management of stress consists of the following three-step process:

1. Awareness: The first step towards managing stress is to be aware of the
symptoms of stress, especially the negative ones. Some of the consequences
of stress in terms of physiological, psychological, and behavioural
consequences have been discussed earlier.

2. Identifying the source: Once the symptoms are palpable, the second
step is to diagnose the source of the factors that lead to stress.

3. Coping with stress: After diagnosing the stressors, one needs to develop
strategies to cope with them. Stressors can be dealt with in two ways: one
is by directly removing or changing them and secondly, by helping individuals
modify or manage their emotional feelings and reactions in constructive ways
(Folkman and Lazarus 1988).

Check Your Progress

1. What do you mean by eustress?

2. What is the first step towards managing stress?

4.3 INFLUENCE OF PERSONALITY

Personality of an individual plays an extremely important role in assessing the
behaviour of a person at an organization. In case an individual who is holding a
senior position in an organization has a wrong type of personality, it may lead to a
very bad impact on the relationship between superior and his subordinates and
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ultimately it may lead to protests and unrest at the workplace. Sometimes the
personality difficulties are the root cause of labour strikes. No matter how good
the superior is in technical knowledge or other behavioural characteristics, it is the
‘temperament’ of the superior that is crucial in ensuring a cordial interaction with
subordinates.

Personality has been defined by Salvatore Maddi as follows:

‘Personality is a stable set of characteristics and tendencies that
determine those commonalties and differences in the psychological
behaviour (thoughts, feeling and actions) of people that have
continuity in time and that may not be easily understood as the
sole result of the social and biological pressures of the moment.’

This definition however has several aspects which must be considered.
Stability of characteristics is the first important aspect which needs to be considered.
Consistency in an individual’s characteristics will actually define the consistency of
the behavioural patterns that may be expressed by an individual. If a person’s
entire personality could change suddenly, then we would not be able to predict his
personality traits. For example, if a person is sometimes warm and friendly and at
other times he is cold and hostile, then we cannot conclude that his personality is
warm and friendly. Accordingly, when assessing a person’s personality, we need
to look for characteristics that are relatively stable or that change only very slowly
over a long period of time.

Understanding the ‘commonalities and differences’ is another important
aspect. This helps in assessing the different aspects that an individual has similar to
others and what are those points which actually make him different from the others
and set him apart as an individual. Each and every person

 like all other people

 like some other people

 like no other person

Organizationally, a manager must understand that all subordinates are not
alike and that each subordinate is unique and may or may not respond to the same
stimuli, such as pay raise or reprimands.

Finally, we are interested in such aspects of personality that induce people
to behave in a manner as required by social pressures or biological pressures. For
example, if your boss wants you to do a job in a certain way, you will do it even if
you disagree with your boss. That is a kind of social pressure. Similarly, you will
stop working and go for lunch because you are hungry. That is a biological pressure.
Hence, these behaviours do not require any explanation in terms of personality
factors because the causes of such behaviour are clearly understood.

Determinants and Structure of Personality

Let us now study about the determinants and structure of personality.

Type A and Type B personality and behaviour

One dimension of personality that is getting attention both from organizational as
well as medical researchers is the Type A and Type B behaviour profiles. The
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Type A behaviour individuals are most of the times restless and impatient in their
expressions. They generally aim at perfectionism and want to achieve results as
quickly as possible in lesser amount of time. The other type of the individuals are
those with Type B behaviour. These are generally more relaxed and patient in their
expression. They do not feel the pressure of timelines. These individuals are more
philosophical in nature and are however less competitive.

Some of the characteristics of the individuals with Type A personality are as
follows:

 They are generally restless so they eat rapidly and keep walking or are
generally on the move.

 They have the tendency to perform several tasks at one given time.

 They are generally impatient in their expressions; do not like to waste
their time in waiting for others.

 They are also impatient about other individuals who are not really
impatient.

 They have habit of starting with newer tasks before completing the
previous ones.

 They normally schedule greater number of activities in lesser time though
they are initially themselves not really sure that whether everything will
be done or not.

 At times, they are involved in nervous gestures such as banging on the
table and using clenched fists, etc.

 They generally do not have time to relax or enjoy life.

Thus, the Type A personality individuals are generally obsessive in nature.
The managers who possess the traits of this personality pay attention to details,
are hard-driving in nature and also keep their team members pushed towards
achieving performance.

Individuals with Type B personality are generally the opposite to the Type A
individuals. These type of individuals are more relaxed and sociable in nature.
They have a balanced outlook in life.

Type A managers have difficulties in creating cordial interpersonal relationships
and create a lot of stress for themselves and the people they deal with. They
specially feel pressurized if they have to complete a task within a given deadline.
Type B persons on the other hand, do put in extra effort in order to meet a deadline
but do not feel pressurized.

Those persons who are classified as Type A have a strong desire and
tendency to control all aspects of the situation, and if they are unable to control a
situation, they react with anger and frustration. Because of their obsession with
perfection, they are more apt to fear of failure and even if their work is good, they
tend to underestimate the quality of their work. In case of negative outcomes, they
blame themselves more than the external factors.
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A comprehensive identification of Type A personality is given by Karen A.
Mathews as follows:

The Type A pattern can be observed in any person who is
aggressively involved in a chronic, incessant struggle to achieve
more and more in less and less time, and if required to do so,
against the opposing efforts of other things or other persons. The
overt manifestations of this struggle include explosive, accelerated
speech, a heightened pace of living, impatience with slowness,
concentrating on more than one activity at a time, self-
preoccupation, dissatisfaction with life, evaluation of the worthiness
of one’s activities in terms of numbers, a tendency to challenge
and compete with others even in non-competitive situations, and
a free floating hostility. The major facets of ‘core’ elements of the
behaviour pattern are extremes of aggression, easily aroused
hostility, a sense of time urgency and competitive achievement
surviving.

Research has indicated that such patterns of behaviour as exhibited by Type
A personality profile, lead to health problems, specially heart related illness. In
contrast, Type B persons may be hard working but feel no pressing conflict with
people or time and hence are not prone to stress and coronary problems.

Assessment of personality

While we know what personality is, we are interested to know how a given
personality is formed. What determines an individual’s personality? Personality
can be compared to a jigsaw puzzle in which we are interested in finding out the
sources of all the pieces in the puzzle as well as their interrelationships.

There are two broad categories of factors that influence the formation and
development of personality. These are heredity factors and environmental factors.
It is debatable as to which of these factors have a greater influence on the structure
of personality. Some behaviour scientists argue that personality characteristics are
derived from heredity factors and the right type of environment only brings them
out. Others feel that the effect of environment is quite strong. According to Maier,
‘knowledge, skill and language are obviously acquired and represent important
modifications of behaviour. Learned modifications in behaviour are not passed on
to children, they must be acquired by them through their own personal experience.’

Thus, a probable consensus can be reached that it is both hereditary and
environmental factors together affect the personality development of an individual.
There may be some environmental constraints or limitations at times which may
not allow an individual to completely realize his potential. However, the complete
potential of an individual comprising both physical as well as psychological aspects
may be determined by the hereditary aspects that is the complex set of genes.

Personality traits and individual behaviour

There is an enormous number of human traits. It has been estimated that there may
be as many as 5,000 adjectives that could be used to describe personality traits.
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As has been discussed before, personality is a set of relatively stable characteristics
or dimensions of people that account for consistency in their behaviour in various
situations. There are a few very important dimensions of personality which can be
related to both interpersonal and organizational behaviour. These may be described
as follows:

 Authoritarianism: When an individual blindly accepts the authority, it is
referred as authoritarianism. The individuals believing in this concept have a
high respect for authority and follow all the directions extended by the
authority extremely obediently. They adhere to conventional values, are
generally conservative, endorse strong parental control in keeping the family
close and together, are concerned with toughness and power, are closed
minded and generally less educated.

Such people generally prove to be very good followers. This is because of
their strong belief in the hierarchical order. They prove to be very good
assets for a company when they work under the directions of a defined
supervisor and they are extremely productive under an authoritarian
organizational set up.

‘Dogmatism’ can also be closely related with ‘Authoritarianism’. Dogmatism
refers to expression of rigidity in one’s beliefs. A highly dogmatic person is
closed minded, and believes in blind obedience to authority and intolerance
towards others. They are generally known as fanatics such as religious
fanatics or political fanatics like hard core communists or right wing Nazis.

 Bureaucratic personality: A bureaucratic individual also respects
organizational rules and regulations but he differs from an authoritarian person
in the manner that he may not blindly accept the directions of an authority.
He also has respect for the authority; however this respect is not total and
blind in case of a bureaucratic individual. Such individuals definitely value
rules, policies, processes, regulations, subordination, formal and informal
relationships in an organization. They are generally not innovative, do not
take risks and are at ease in following established directives. Bureaucratic
managers are better supervisors in types of work that are routine, repetitive
and procedurized.

 Machiavellianism: A sixteenth century author named Niccolò Machiavelli
worked in the field of personality and identified personality profiles of the
noble men of the day. The term called Machiavellianism has also been
associated with the name of this author. This type of personality wishes to
exercise a control over others simply by manipulating others. They do this
primarily with the objective of achieving some personal goals. The individuals
having this type of personality have high self-confidence and high self-esteem.
They always take calculated steps and do not hesitate while using others
for their own advantage and selfish interest. Their sole objective is to meet
their own objectives and goals. They believe that ends justify means and do
not feel guilty in using unethical means to serve their own interests. They are
skilled in influencing others, and they approach the situations thoughtfully
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and logically. They would not hesitate to lie if necessary, and they are not
easily swayed by a sense of friendship, trust or loyalty. They are especially
successful in exploiting structured situations and vulnerable people.

 Problem solving style: These individuals indulge in different ways and
means and they have their own style of making decisions. These facets are
also reflected through their personality traits. For example, some of the
people with this type of personality are well planned, thorough in their
approach, pay attention to details, etc. However, some others are impulsive
and they just go ahead with something which is extremely obvious. The
problem solving style has two dimensions. These dimensions are:

(i) Collecting and organizing data.

(ii) Making decisions using the data and information gathered from the
data.

Further, in the process of information gathering also, two styles are involved.
These are:

(i) Sensation: The first style is known as sensation. Sensation-oriented
people prefer routine and order, structured situations, and put emphasis
on precise and well-defined details.

(ii) The second style known as intuitive style, involves individuals who
dislike routine, dislike repetition and prefer new problems. They enjoy
learning new skills but follow their instinct and jump to conclusions.
Such persons often enjoy fantasy, daydream a lot and thus are subject
to greater error of fact. They change their mind quickly and often do
not finish what they start before going to a new project.

Evaluation involves making judgements on the basis of the information so
gathered. There are two dimensions involved in the evaluation style. These are:

(i) Emphasis on feeling

(ii) Emphasis on thinking

Feeling type people are sensitive to conflict and try to avoid issues that
might result in disagreements. They are emotional and spontaneous and base their
decision on how they feel about the situations. They do not like to hurt other
people and friendly relationships to them are more important than efficiency or
achievement. Feeling type managers find it hard to reprimand their subordinates
for inadequate performances and would rather advise, guide and help them.

Thinking type people are more logical, analytical and use reason when solving
problems. They are unemotional and are unsympathetic to other people’s feelings
when making judgements. They are very stubborn about defending their ‘principles’
and what they believe is right. They are organized and well-structured, and they
carefully consider all options before making decisions.

Introvert and extrovert personalities

Introvert personalities are generally shy in nature and they prefer to be alone. They
do not freely communicate with others and may feel hesitant while communicating
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with others. The extrovert personalities are however different from the introverts
and they are most of the times outspoken and outgoing in their behaviour. They
are at times aggressive also and are capable of interacting effectively with people.
According to L.W. Morris, the introvert is behaviourally described as ‘quiet,
introspective, intellectual, well-ordered, emotionally inexpressive and value
oriented, prefers small groups of intimate friends and plans well ahead.’ On the
other hand, an extrovert is best described as, ‘sociable, lively, impulsive, seeking
novelty and change, carefree and emotionally expressive.’

From an organizational point of view, it can be assumed that most managers
would be extroverts since a manager’s role involves working with and through
other people. On the other hand, an extreme introvert works best when alone in a
quiet office without external interruption or influences.

Self-esteem

Self-esteem may be defined as the level of respect that one may have for himself.
It may be defined as the measure of one’s own confidence level. It is also indicative
of the respect that one has for his capabilities and motivation standards. Self-
esteem has been placed as a higher level motivational need of an individual as per
the Maslow’s model of hierarchical needs. Self-esteem can be correlated with
traits like independence, creativity and assertiveness. The individuals with high
self-esteem levels are generally very friendly in their behaviour. They are also
affectionate and relate easily with people. They are good at interpersonal skills
and are capable of appreciating other people for their positive qualities and strengths.
Low self-esteem people are the people who are generally critical of others. They
exhibit a depressing behaviour and most of the times indulge in blaming others for
their own failures.

At the level of an organization, the people with high-esteem generally prove
to be better performers than the ones with low self-esteem. The poor performance
faced by the people with low self-esteem further reinforces their behavioural traits.
According to Abraham K. Korman,

‘People of high self-perceived competence and self-image should be more
likely to achieve on task performance than those who have low self-image
concerning the task or job at hand, since such differential task achievement would
be consistent with their self-cognitions. This assumes that task performance is
seen as valued.’

Check Your Progress

3. List two characteristics of individuals with type A personality.

4. How does a bureaucratic individual differ from an authoritarian person?

5. What are the traits of thinking type people?
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4.4 CONFLICT: MANAGEMENT, LEVELS,
SOURCES AND RESOLUTION

The concept of conflict, being an outcome of behaviours, is an integral part of
human life. Wherever there is interaction, there is conflict. Conflict can be defined
in many ways and can be considered as an expression of hostility, negative attitudes,
antagonism, aggression, rivalry and misunderstanding. It is also associated with
situations that involve contradictory or irreconcilable interests between two
opposing groups. It can be defined as a disagreement between two or more
individuals or groups, with each individual or group trying to gain acceptance of its
view or objectives over others.

Conflict must be distinguished from competition, even though sometimes
intense competition leads to conflict. Competition is directed towards obtaining a
goal and one group does not interfere with the efforts of another group while
conflict is directed against another group and actions are taken to frustrate the
other group’s actions towards goal achievement.

Constructive and Destructive Conflict

Since conflict has both positive and negative connotations and consequences, it
must be looked into and managed for useful purposes. The management must
survey the situation to decide whether to stimulate conflict or to resolve it. Thomas
and Schmidt have reported that managers spend up to twenty per cent of their
time in dealing with conflict situations. Hence, it is very important that managers
understand the type of conflict that they have to deal with so that they can devise
some standardised techniques in dealing with common characteristics of conflicts
in each type of category. There are five basic types of conflicts. These are:

Conflict within the individual: The conflict within the individual is usually
value related, where the role playing expected of the individual does not conform
with the values and beliefs held by the individual. For example, a secretary may
have to lie on instructions that her boss is not in the office to avoid an unwanted
visitor or an unwanted telephone call. This may cause a conflict within the mind of
the secretary who may have developed an ethic of telling the truth. Similarly, many
Indians who are vegetarians and visit America and find it very hard to remain
vegetarians, may question the necessity of the vegetarian philosophy, thus causing
a conflict in their minds.

In addition to these value conflicts, a person may have a role conflict. For
example, a telephone operator may be advised and required to be polite to the
customers by her supervisor who may also complain that she is spending too
much time with her customers. This would cause a role conflict in her mind. Similarly,
a policeman may be invited to his brother’s wedding where he may find that some
guests are using drugs which is against the law. It may cause conflict in his mind as
to which role he should play–of a brother or of a policeman. Conflict within an
individual can also arise when a person has to choose between two equally desirable
alternatives or between two equally undesirable goals.
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Interpersonal conflict: Interpersonal conflict involves conflict between
two or more individuals and is probably the most common and most recognised
conflict. This may involve conflict between two managers who are competing for
limited capital and manpower resources. For example, interpersonal conflicts can
develop when there are three equally deserving professors and they are all up for
promotion, but only one of them can be promoted because of budget and positional
constraints. This conflict can become further acute when the scarce resources
cannot be shared and must be obtained.

Another type of interpersonal conflict can relate to disagreements over goals
and objectives of the organization. For example, some members of a board of a
school may want to offer courses in sex education while others may find this
proposal morally offensive thus causing conflict. Similarly, a college or a university
may have a policy of quality education so that only top quality students are admitted
while some members of the organizational board may propose ‘open admissions’
policy where all high schools graduates should be considered for admission. Such
a situation can cause conflict among members of the governing board. In addition
to conflicts over the nature and substance of goals and objectives, they can also
arise over the means to reach these goals. For example, two marketing managers
may argue as to which promotional methods would result in higher sales. These
conflicts become highlighted when they are based upon opinions rather than facts.
Facts are generally indisputable resulting in agreements. Opinions are highly
personal and subjective and may provide for criticism and disagreements.

These conflicts are often the results of personality clashes. People with widely
differing characteristics and attitudes are bound to have views and aims that are
inconsistent with the views and aims of others.

Conflict between the individual and the group: All formal groups as
well as informal groups have established certain norms of behaviour and operational
standards that all members are expected to adhere to. The individual may want to
remain within the group for social needs but may disagree with the group methods.
For example, in some restaurants, all tips are shared by all the waiters and
waitresses. Some particular waitress who may be overly polite and efficient may
feel that she deserves more, thus causing a conflict within the group. Similarly, if a
group is going on strike for some reason, some members may not agree with these
reasons or simply may not be able to afford to go on strike, thus causing conflict
with the group.

This conflict may also be between the manager and a group of subordinates
or between the leader and the followers. A manager may take a disciplinary action
against a member of the group, causing conflict that may result in reduced
productivity. ‘Mutiny on the Bounty’ is a classic example of rebellion of the crew
of the ship against the leader, based upon the treatment the crew received. The
conflict among the armed forces is taken so seriously that the army must obey their
commander even if the command is wrong and in conflict with what others believe
in.

Intergroup conflict: An organization is an interlocking network of groups,
departments, sections and work teams. These conflicts are not so much personal
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in nature, as they are due to factors inherent in the organizational structure. For
example, there is active and continuous conflict between the union and the
management. One of the most common, unfortunate and highlighted conflict is
between line and staff. The line managers may resent their dependence on staff for
information and recommendations. The staff may resent their inability to directly
implement their own decisions and recommendations. This interdependence causes
conflict. These conflicts that are caused by task interdependencies require that the
relationship between interdependent units be redefined, wherever the values of
these interdependent factors change, otherwise these conflicts will become further
pronounced.

These inter-unit conflicts can also be caused by inconsistent rewards and
differing performance criteria for different units and groups. For example, salesmen
who depend upon their commission as a reward for their efforts may promise their
customers certain quantity of the product and delivery times that the manufacturing
department may find it impossible to meet, causing conflict between the two units.

Different functional groups within the organization may come into conflict
with each other because of their different specific objectives. There are some
fundamental differences among different units of the organization both in the structure
and the process and thus each unit develops its own organizational sub-culture.
These sub-cultures, according to Lawrence and Lorsch differ in terms of: (a) goal
orientation that can be highly specific for production but highly fluid for Research
and Development, (b) time orientation that is short run for sales and long run for
research, (c) formality of structure that is highly informal in research and highly
formal in production and (d) supervisory style that may be more democratic in
one area as compared to another.

A classic example of inter-unit conflict is between sales and production, as
discussed earlier. The sales department is typically customer-oriented and wants
to maintain high inventories for filling orders as they are received, which is a costly
option as against the production department that is strongly concerned about cost
effectiveness requiring as little inventory of finished product at hand as possible.

Similarly, inter-group conflict may arise between day shift workers and night
shift workers who might blame each other for anything that goes wrong from
missing tools to maintenance problems.

Inter-organizational conflict: Conflict also occurs between organizations
that in some way are dependent on each other. This conflict may be between
buyer organizations and the supplier organizations about quantity, quality and
delivery times of raw materials and other policy issues, between unions and
organizations employing their members, between government agencies that regulate
certain organizations and the organizations that are affected by them. These conflicts
must be adequately resolved or managed properly for the benefit of both types of
organizations.

Conflict Process

The earlier traditional view of conflict considered it harmful, destructive and
unnecessary. This view was consistent with the attitudes that prevailed about group
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behaviour and interaction during 1930s and 1940s. The existence of conflict was
regarded as a sign that something had gone wrong and it needed to be corrected.
The view held that conflict is to be avoided at all costs. Both the scientific management
approach and the administrative school of management relied heavily on developing
such organizational structures that would specify tasks, rules, regulations, procedures
and authority relationships so that if a conflict develops then these built-in rules
and regulations would identify and correct problems of such conflict. It was believed
that the existence of conflict reflected poor management and the deliberate efforts
of trouble makers. Thus through proper management techniques and attention to
the causes of conflict, it could be eliminated and organizational performance
improved. The Human Relations school subscribed to a similar theory that conflict
is avoidable by creating an environment of goodwill and trust. Since organizational
conflict involves disagreements on such factors as allocation of resources, nature
of goals and objectives, organizational policies and procedures, nature of
assignments and distribution of rewards, this conflict at its worst can lead to
unnecessary stress, blockage in communication, lack of cooperation, increased
sense of distrust and suspicion and this results in reduced organizational effectiveness.
Accordingly, management has always been concerned with avoiding conflict if
possible and resolving it soon if it occurs.

In recent years however, management scholars have shifted their view of
conflict. This view is known as behavioural view and it proposes that because
people differ in their attitudes, values and goals, conflict is but a natural outcome in
any group of people and that it can be helpful and constructive if it is handled
properly. The more modern view of conflict holds that conflict may in fact, under
certain situations, be necessary for performance effectiveness, because harmonious,
peaceful and cooperative groups can become static and such level of conflict that
keeps the group alive, self critical and creative is desirable and management is
usually encouraged to maintain such level of conflict. This is specially true in such
organizations as Research and Development, advertising agencies, public policy
groups and so on.

Consequences

Some of the positive consequences of conflict are:

 It helps in analytical thinking: Conflict may induce challenge to such
views, opinions, rules, policies, goals and plans that would require a critical
analysis in order to justify these as they are or make such changes that may
be required, As H.M. Carlisle puts it, ‘no situation is more detrimental to an
organization than letting poor decisions go unchallenged.’

 It helps in increased cohesion: Conflict between different organizations
develops loyalty and cohesion within an organization and it develops a greater
sense of group identity in order to compete with outsiders. It fosters in
dedication and commitment to organizational and group goals.

 Conflict promotes competition and hence it results in increased
efforts: Some individuals are highly motivated by conflict and severe
competition. For example, a professor who is turned down for a promotion
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due to conflict within the division may work harder to prove that he is more
capable and deserves a promotion. Similarly, if a group of production
workers during the day shift finds out that the similar group at night shift
produced more, it would result in the improved performance for the day
shift also. Thus such conflict and competition leads to high level of effort
and output.

 It serves as a foundation for organizational development: Conflict
with the status quo is a pre-requisite to change. Creative and innovative
people are always looking for grounds to challenge the status quo. These
challenges lead to search for alternatives to existing patterns that leads to
organizational change and development.

 Conflict when expressed can clear the air and reduce tension: Some
disagreements if unexpressed, can lead to imaginative distortions of truth,
sense of frustration and tension, high mental exaggerations and biased opinions
resulting in fear and distrust. However, when it is expressed, it may show
the cause of conflict to be a minor one resulting in cooperation and
compromise.

Strategies for Encouraging Constructive Conflict

It has been pointed out earlier that under certain circumstances, conflict is necessary
and desirable in order to create changes and challenges within the organization. In
such situations the management would adopt a policy of conflict stimulation so
that it encourages involvement and innovation. How does the manager recognise
a situation that is vulnerable to conflict stimulation? Some of the factors for creating
conflict are: too much satisfaction with the status quo, low rate of employee turnover,
shortage of new ideas, strong resistance to change, friendly relations taking
precedence over organizational goals and excessive efforts at avoiding conflict.
Some of the ways of stimulating conflict as suggested by S.P. Robbins are:

Appoint managers who support change: Some highly authoritative
managers are very conservative in their outlook and tend to suppress opposing
viewpoints. Accordingly, change-oriented managers should be selected and placed
in such positions that encourage innovation and change from the status quo.

Encourage competition: Competition, if managed properly can enhance
conflict which would be beneficial to the organization. Such competition can be
created by tying incentives to performance, recognition of efforts, bonuses for
higher performance and status enhancement. Such competition and conflict would
result in new ideas regarding improving productivity.

Manipulate scarcity: Let the various individuals and groups compete for
scarce resources. This would cause conflict and make the individuals and groups
do their best in order to fully utilise such resources. For example, one company
president felt that the budget allocations to various departments did not reflect
changing priorities and accordingly, a zero-based budget system was introduced
so that each department had to justify its current budget regardless of the past
allocations. This created fierce competition and conflict and resulted in changes in
funds allocation that were beneficial to the organization.
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Play on status differences: Sometimes, ignoring the senior staff members
and giving visible responsibilities to junior members makes the senior staff work
harder to prove that they are better than the junior staff members. In one business
school, the dean appointed a low-status assistant professor incharge of the
curriculum. The senior professors resented having to answer to the junior professor.
This caused conflict and in order to assert their superiority, the full professors
initiated a series of changes that revitalised the entire MBA programme.

Interpersonal Trust Building

While there are a number of behavioural as well as organizational factors, as
discussed before, that contribute to the existence of conflict, there may be just one
single factor that may be highly contributory to reducing that conflict. This factor is
‘ trust’. Trust is, highly intangible element but very important in our civilized living.
Its presence or absence can govern our inter-personal behaviour to large extent.
Our ability to trust has a great impact on our working lives, our family interactions
and our achievement of personal and organizational goals.

Since trust is a function of behaviour, such behaviours that lead to
defensiveness must be identified and modified. These defensive or aggressive
behaviours create a climate that is conducive to mistrust thus leading to conflict in
interpersonal areas. Jack Gibb has identified certain behaviours that he calls
‘aggressive’ behaviours that should be avoided and certain behaviours which he
calls ‘supportive’ behaviours that tend to reduce defensiveness and conflict and
should be promoted.

Dr. John K. Stout of the university of Scranton, writing in Supervisory
Management (February 1984), suggests that these behaviours are not necessarily
mutually exclusive, nor should all the aggressive behaviours be avoided under all
circumstances, but in general the supportive behaviour attitudes should be adopted
as much as possible. These behaviours are briefly described as follows:

Strategies for Resolving Destructive Conflict

Conflict resolution is a method of solving a social conflict peacefully. Many times,
group members try to resolve their conflicts and disputes by communicating
information to the rest of the group regarding the conflict through their intentions
and reasons for having such beliefs. It has also been seen that negotiation is an
important aspect of conflict resolution. Apart from negotiation there are other
methods also which are employed to resolve conflict, such as mediation, diplomacy,
etc.

The concept of conflict resolution has been used interchangeably from time
to time with dispute resolution where legal process is involved. Conflict resolution
on the other hand uses non-violent techniques in order to achieve effective
resolution.

Dual Model of Conflict Resolution

This aspect of conflict resolution deals with an individual’s preference to deal with
a conflict. This is based on two dimensions:

(i) Assertiveness or a concern for one self.

(ii) Empathy or concern for others.



Stress, Personality
and Groups

NOTES

Self - Learning
204 Material

According to this method, group members in an organization try to achieve
a fine balance between satisfying their personal needs and concern for satisfying
the needs for others. This leads to a middle path where an individual develops a
style for conflict resolution based on his choices. This can be explained in the
following strategies or styles which an individual follows to resolve conflict. They
are as follows:

 Avoidance conflict style: This style is characterized by passivity or
inaction as the individual has minimal concern about his or her interest or
the interest of his group members. In case of a conflict, these individuals
remain passive and wait for the conflict to phase out, which in the long run
might lead to the conflict to aggravate and become out of control.

 Yielding conflict style: In this style an individual has an increased concern
for others and the least concern for themselves. In this type of resolution
style, the individual gains personal satisfaction from meeting the needs of
others. It is important for these individuals to maintain stable and cordial
social relationships. It has been seen that in yielding conflict style, an
individual tends to given into the demands of others out of respect for the
relationship they share.

 Competitive conflict style: In this the individual is more concerned about
his interest. This style maximizes individual assertiveness. Members of
such groups enjoy dominating others and see conflict as a ‘win or lose’
situation. These individuals generally force others to accept their personal
views by employing power tactics such as arguing, insulting, accusing,
etc.

 Cooperation conflict style: In this type of conflict resolution style, the
individual is concerned for personal as well as other group member’s
interest. In this style of conflict resolution, an effort is made to amicably
solve conflict in order to satisfy both parties in the conflict. This type of
individual can be characterized as to being both assertive and empathetic
at the same time. These individuals see conflict as an opportunity for growth
and are thus willing to invest time and resources to find a ‘win-win’ solution.

 Conciliation conflict style: This type of conflict style is of a compromising
nature. This style is typical of individuals who are concerned for both
personal and other members’ interest. The resolution in this case is a result
of a give-and-take interaction. These individuals value fairness and therefore
accept some demands put forth by others. This conflict resolution style is
considered to be an extension of yielding and cooperative styles.

Except in very few situations where the conflict can lead to competition and
creativity so that in such situations the conflict can be encouraged, in all other
cases where conflict is destructive in nature, it should be resolved as soon has it
has developed and all efforts should be made to prevent it from developing.
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Preventing Conflict

Some of the preventive measures that the management can take, according to
Schein are:

 Goal structure: Goals should be clearly defined and the role and
contribution of each unit towards the organizational goal must be clearly
identified. All units and the individuals in these units must be aware of the
importance of their role and such importance must be fully recognised.

 Rewards system: The compensation system should be such that it does
not create individual competition or conflict within the unit. It should be
appropriate and proportionate to the group efforts and reflect the degree of
interdependence among units where necessary.

 Trust and communication: The greater the trust among the members of
the unit, the more honest and open the communication among them would
be. Individuals and units should be encouraged to communicate openly with
each other so that they can all understand each other, understand each
other’s problems and help each other when necessary.

 Coordination: Coordination is the next step to communication. Properly
coordinated activities reduce conflict. Wherever there are problems in
coordination, a special liaison office should be established to assist such
coordination.

Resolving Behavioural Conflict

Various researchers have identified five primary strategies for dealing with and
reducing the impact of behavioural conflict. Even though different authors have
given different terminology to describe these strategies, the basic content and
approach of these strategies remain the same. These are:

 Ignoring the conflict: In certain situations, it may be advisable to take a
passive role and avoid it all together. From the manager’s point of view, it
may be specially necessary when getting involved in a situation would provoke
further controversy or when conflict is so trivial in nature that it would not
be worth the manager’s time to get involved and try to solve it. It could also
be that the conflict is so fundamental to the position of the parties involved
that it may be best either to leave it to them to solve it or to let events take
their own course. The parties involved in the conflict may themselves prefer
to avoid conflict, specially if they are emotionally upset by the tension it
causes. Thus, people may try to get away from conflict causing situations.

 Smoothing: Smoothing simply means covering up the conflict by appealing
for the need for unity rather than addressing the issue of conflict itself. An
individual with internal conflict may try to ‘count his blessings’ and forget
about the conflict. If two parties have a conflict within the organization, the
supervisor may try to calm things down by being understanding and
supportive to both parties and appealing to them for cooperation. The
supervisor does not ignore or withdraw from the conflict nor does he try to
address and solve the conflict but expresses hope that ‘everything will work
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out for the best of all.’ Since the problem is never addressed, the emotions
may build up further and suddenly explode. Thus, smoothing provides only
a temporary solution and conflict may resurface again in the course of time.
Smoothing is a more sensitive approach than avoiding in that as long as the
parties agree that not showing conflict has more benefits than showing
conflict, then such conflict can be avoided.

 Compromising: A compromise in the conflict is reached by balancing the
demands of the conflicting parties and bargaining in a ‘give and take’ position
to reach a solution. Each party gives up something and also gains something.
The technique of conflict resolution is very common in negotiations between
the labour unions and management. It has become customary for the union
to ask for more than what they are willing to accept and for management to
offer less than what they are willing to give in the initial stages. Then through
the process of negotiating and bargaining, mostly in the presence of
arbitrators, they reach a solution by compromising. This type of compromise
is known as integrative bargaining in which both sides win in a way.

Compromising is a useful technique, particularly when two parties have
relatively equal power, thus no party can force its viewpoint on the other
and the only solution is to compromise. It is also useful when there are time
constraints. If the problems are complex and many faceted, and the time is
limited to solve them, it might be in the interest of conflicting parties to reach
a compromise.

 Forcing: As Webber puts it, ‘the simplest conceivable resolution is the
elimination of the other party–to force opponents to flee and give up the
fight–or slay them.’ This is a technique of domination where the dominator
has the power and authority to enforce his own views over the opposing
conflicting party. This technique is potentially effective in situations such as
a president of a company firing a manager because he is considered to be a
trouble-maker and conflict creator. This technique always ends up in one
party being a loser and the other party being a clear winner. Many professors
in colleges and universities have lost promotions and tenured reappointments
because they could not get along well with their respective chairpersons of
the departments and had conflicts with them. This approach causes resentment
and hostility and can backfire. Accordingly, management must look for better
alternatives, if these become available.

 Problem-solving: This technique involves ‘confronting the conflict’ in order
to seek the best solution to the problem. This approach objectively assumes
that in all organizations, no matter how well they are managed, there will be
difference of opinions that must be resolved through discussions and respect
for differing viewpoints. In general, this technique is very useful in resolving
conflicts arising out of semantic misunderstandings. It is not so effective in
resolving non-communicative types of conflicts such as those that are based
on differing value systems, where it may even intensify differences and
disagreements. In the long run, however, it is better to solve conflicts and
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take such preventive measures that would reduce the likelihood of such
conflicts surfacing again.

Resolving Structural Based Conflicts

The structural based conflicts are built around organizational environments and
can be resolved or prevented by redesigning organizational structure and work-
flow. A general strategy would be to move towards as much decentralization as
possible so that most of the disputes can be settled at the lower levels in the
organization, and faster too.

Since interdependency is one of the major causes of conflict, it is necessary
to identify and clarify poorly defined and poorly arranged interdependencies or to
make these adequately understood and reliable. This can be achieved through
unifying the work-flow. This work-flow can be designed either to increase the
interdependencies or to eliminate them entirely. Increased interdependencies can
be achieved through more frequent contacts and improved coordinating
mechanisms. This would make the two interdependent units act as a single unit
thus eliminating the cause of conflict. The other extreme could be to make the two
units totally independent of one another. For example, in the case of units building
an automobile engine, instead of an assembly line operation in which each person
or unit is involved in sequential assembly so that each unit depends upon the work
of the previous units, each major unit can work on the entire engine at the same
time.

However these extremes are not in common practice. More often, the
strategy would be to reduce the interdependence between individuals or groups.
A common approach to do that is by ‘buffering’. Buffering requires that sufficient
inventories be kept on hand between interrelated units so that they always have
the materials to work with thus reducing their interdependency. Another cause of
conflict, is the undefined, unclear and ambiguous job expectation. It is important
to clarify what each individual and each subunit is expected to accomplish. This
would include authority-responsibility relationship and a clear line of hierarchy. In
addition, policies, procedures and rules should be clearly established and all
communication channels must be kept open so that each person knows exactly
what role he has to play in the hierarchical structure. This would avoid situations in
which none of the two units does the job because each thought the other was
supposed to do or both units do the same job thus duplicating efforts due to
misunderstanding. Thus, if each subordinate is fully aware of his responsibility,
then such problems would not occur.

How to solve conflict arising due to competition for scarce resources?
Conflicts will occur whenever the wants and needs of two or more parties are
greater than the sum of the firm’s resources available for allocation. These resources
may be in the form of a pay raise, promotion, office space, office equipment and
so on. This conflict can be reduced by planning ahead about the proper distribution
of such resources, instead of making haphazard and last minute allocations.

The conflict between different departments may be managed by establishing
liaison. Liaison officers are those who are neutral in their outlook and are sympathetic
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to both parties and kind of ‘speak the language’ of both groups. They do not have
a vested interest in any of these groups. According to studies conducted by Sykes
and Bates, it was shown that in one company where there was evident conflict
between sales and manufacturing, which are interdependent units, the problem
was solved by establishing a demand analysis and sales order liaison office. The
liaison group handled all communication for sales and resolved issues such as
sales requirements, production capacity, pricing and delivery schedules.

Since one of the major causes of conflict is lack of proper knowledge and
facts about how other people think and act, it may be a good idea to let the
individuals work with different groups so that they know each other better and
understand each other better. Care should be taken however that these individuals
are technically capable of fitting in these various groups. This mutual understanding
will result in trust and respect thus reducing the likelihood of conflict. This
understanding can also be achieved by serving as members of the various
committees. As individuals from various work units get to know each other better
through the membership in the same committee, it leads to increased tolerance
and understanding of different viewpoints as well as a realization that basically all
units are pursuing similar objectives and same overall goal.

4.4.1 Negotiation

Negotiation is a process by which two or more parties, each with its own goals
and perspectives, coordinate areas of interest through concession and compromise
to reach an agreement and take joint decisions about areas of common concern in
a situation in which neither side has nor wants to use complete power. We know
that lawyers and car salespeople spend a lot of time negotiating, but so, too, do
managers. Managers have to negotiate salaries for incoming employees, cut deals
with superiors, bargain over budgets, work out differences with associates, and
resolve conflicts with subordinates. Negotiating is actually something that just about
everyone engages in almost every day and most of the time without even realizing
it. Negotiation occurs when two or more conflicting parties attempt to resolve
their divergent goals by redefining the terms of their interdependence (Pruitt and
Carnevale 1993).

Some researchers have suggested that in negotiations, collaborative style is
the most effective, but the truth is that it may be too overbearing for the negotiations
(Brett 1984). While collaborating, one is expected to share all the information to
arrive at a satisfactory solution. However, information is rarely shared until trust is
established. As a result, negotiators adopt a cautiously collaborative style in the
beginning, slowly trying to find out whether the other party will share the information
that it knows. This also helps build trust (Fells 1993). If trust is not established,
negotiators shift to the win–lose style of negotiation from the win–win style, thereby
trying to maximize their returns.
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Critical Elements of Negotiations

There are six major elements common to all negotiations.

1. Approach and Outcome

The outcome of negotiation depends on the approach taken and the options that
have been generated, considered, and synthesized in arriving at a final agreement.
Four possible approaches are win–lose, lose–win, win–win, and mixed.

Negotiation is a means of resolving differences between people. In the
process of negotiation, not only are different opinions taken into account, but also
individual needs, aims, interests and differences.

While Win-Lose approach, also known as Competitive, zero sum or claiming
value approach, is based on the assumption that one person can win only at the
expense of another. It has the following characteristics:

 One side wins and the other side loses

 There are fixed resources which should be divided as a result of which
one side gets more than the other.

 The interests of one person opposes that of another.

 The predominant concern is that it is usually aimed at maximising one’s
own interest.

 The strategy used often includes manipulation, forcing and withholding
of information.

In Compromise or Lose-Win Approach, both parties give up their claim for
what they had initially asked for and settle for something less than that. It for this
reason it is known as a Compromise Approach.

The Win-Win Approach is also known as collaborative or creating value
approach. It results in satisfaction of both the parties. It has the following
characteristics:

 There are enough resources that can be distributed between both parties.

 The dominant concern is to maximise joint outcomes.

 Strategy used involves cooperation, sharing information and problem-
solving

In Summation, the following can be said about the approaches:

Win–lose: The win–lose negotiation is characterized by each party seeking
its own advantage, usually to the detriment of the other party. This is a win-at-all-
costs approach.

Lose–win: A party may go into negotiation with plans to yield to pressure.
In the lose–win approach, one party seeks the acceptance of the other side
regardless of the costs to it. This is a peace-at-any-price approach.

Win–win: The win–win negotiation is characterized by each party seeking
an agreement that provides joint gain. This is an everyone-a-winner approach.
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Mixed: In a mixed approach, each party tries to be realistic. Both parties
realize that usually one party wins more than the other.

2. Issues

The issues include the interests that are at stake, the real or perceived conflicting
positions that each negotiator takes, the best alternative to a negotiated agreement
(BATNA), and the bottom line (the point at which the negotiator will walk away).

Interests and positions: Each party enters the negotiation with the belief
that its interest cannot be achieved without some cooperation from the other party.

Needs: Essential human needs, such as security, affiliation, self-esteem,
and recognition, are the basis of all negotiation.

Bottom lines and alternatives: Issues involve each party’s bottom line
(that is, its walk-away point). An alternative to a bottom line that saves the negotiator
both from accepting unfavourable terms and from rejecting terms that would be
beneficial is the BATNA.

3. The Negotiators

The profile of a successful negotiator includes factors such as personality,
knowledge, mental and communication skills, and negotiation style.

Personality: Negotiators need moral and intellectual attributes. Necessary
moral attributes include patience and self-restrain, objectivity, dedication or
commitment, courage, honesty, integrity, perseverance, courtesy, and the ability to
harmonize. Intellectual attributes include wisdom, a clear and analytical mind,
creativity, general intelligence, and leadership ability. Moreover, high self-esteem
supports a negotiator’s sense of confidence and competence.

Knowledge and skills: Natural abilities need to be supplemented by several
skills, including an understanding of human behaviour. The negotiator also needs
knowledge in the areas that are being negotiated and the ability to identify issues,
to perceive power, and to prepare and plan strategy and tactics.

Interpersonal skills: Important interpersonal skills required for successful
negotiation include excellent communication skills, the ability to express strong
feelings appropriately and rationally, to be assertive rather than aggressive, and to
listen attentively and actively.

Style: Although negotiators’ styles stem primarily from their personality
predilection, various styles can be learned and adapted to expand their repertoire.
The style used depends a great deal on the approach the negotiators take. For
example, if they have a win–lose approach, they are likely to be confident, impatient,
and/or competitive.

4. Relationship

When two negotiators come together, they form a relationship that comprises
power, duration, and relationship style.

Power: Power in a relationship is not constant. Both parties can increase
power, and an increase on one side does not necessarily mean a decrease for the
other party.
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Duration: Trust is a rich concept in practical negotiations; the longer the
relationship, the more opportunity to build trust and the higher the trust, the easier
it is to negotiate openly, flexibly, and creatively.

Style: The perception of trust and the perception of agreement are important
dimensions of relationship style. Block (in Copeland 1990) developed the following
five styles from these two dimensions:

High agreement, high trust: With these two dimensions, the negotiating
parties are allies. They will find it most effective to affirm the agreement and the
quality of the relationship, to acknowledge any doubts, and to consult each other
for advice and support.

High agreement, low trust: In this case, the parties are bedfellows. They
find it most effective to reaffirm the agreement, to determine what each party
wants, to acknowledge cautiousness, and to establish procedures for working
together.

Low agreement, low trust: These parties are obviously adversaries. With
them, it is most effective for each party to establish its own position without making
demands, to understand the other’s position, to acknowledge its own responsibility
in the problem, and to conclude with detailing its plan of action.

Somewhere between high agreement, low trust and low agreement,
low trust: These are fence-sitters. It is most effective for them to determine where
each stands and to urge each other to think about the issues.

Low agreement, high trust: These negotiators are opponents and their
most effective move is to affirm the quality of the relationship, to determine each
side’s position, and to use creative problem solving to reach an outcome.

5. The Process

Negotiation stages, strategies, and tactics constitute the negotiation process.
Although negotiation is a moment-by-moment process, the stages through which
it proceeds are identifiable: pre-negotiation, negotiation, and post-negotiation—
each of which is divided into sub-stages.

Prenegotiations is a small part of the wider process of negotiation. It gives
the concerned parties the opportunity to approach and be actively involved in the
management issues and conflicts. With this, the concerned parties can prepare
themselves for the negotiation process. Furthermore, it is believed that
prenegotiations allows parties to be move from conflicting behaviour towards a
cooperative one.

In the next stage the foundation of the agreement is developed by framing
the concerned issues. The basic concept of the agreement is determined and the
structure of the deal is ascertained. External specialists complete the other details
of the agreement. The details regarding production, scheduling, etc. are also
mentioned.

The post-negotiation stage is primarily a follow-up stage. Certain aspects
of the agreement can be re-negotiated and the details can be changed as per the
changing circumstances.
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6. Negotiation Context

Since negotiation context refers to the immediate environment, site selection is
very important in the preparation phase of negotiation. However, there may be
external environmental influences that are beyond the negotiator’s immediate control.
These include legal, social, economic, and political influences. The negotiators
must be aware of these influences and the impact that they could make on the
negotiation process and outcome.

Strategies for Negotiation

The success for negotiation depends on the bargaining technique used by both the
parties involved. There are two major types of strategies.

1. Distributive Bargaining

The most distinctive feature of distributive bargaining is that it operates under a
zero-sum game, that is, the gain made by one person is the loss incurred by the
other person. Each person involved in the negotiation defines the ultimate point
where the settlement will be made. Then, there is a resistance point that marks the
least settlement that is acceptable. Below the resistance point, there are chances
that the negotiation would break off. The negotiators generally settle in the area
between these resistance points which tend to overlap. This overlap area is essential
for the process of negotiation. Otherwise, it will not be possible for bargaining to
happen. The typical conflict resolution style of forcing and compromise is used in
distributive bargaining. The main outcome associated with distributive bargaining
is win–lose. There are four strategies used in this negotiation process (Fisher and
Ury 1991).

I want it all: In this process, one party makes an extreme offer and then
starts granting concessions. This is done with the expectation that the other party
will get caught in this game and give up. As a negotiator, it is important to identify
the party which is doing so. When you find the other party has made an offer
which is extreme and is granting concessions with lots of grudges, you can easily
identify it as an “I want it all” game. Further, if you are under pressure to yield and
your concessions are not reciprocated, it is confirmed.

Good cop, bad cop: In this process, the negotiator tries to be both helpful
and rude to the other party alternatively. In this case, the negotiator may initially be
abusive and threaten to walk out, and suddenly, later, takes on an affectionate and
helpful behaviour, thus affecting the attitude of the other party till the other party
decides to give in and lose.

Time wrap: Time is an important factor in the process of negotiation. The
negotiator tries to fix up arbitrary deadlines and pressurize the other party to give
in or settle quickly. If the other party does not concede, there are attempts to
delay the progress of negotiation.

Ultimatums: Ultimatum is a process in which the negotiators expect the
other party to make all the concessions without themselves making any. Further,
they present the offer as a take-it or leave-it option and force the other party to
accept the demands.
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2. Integrative Bargaining

The characteristic feature of integrative bargaining is that it relies on a win–win
situation and, therefore, uses a collaborative model of conflict resolution. Both the
parties involved in the negotiation process jointly look at the problem, try to search
for alternatives, and try to evaluate them and arrive at a mutually acceptable decision
or solution. If the process is successful, it results in satisfaction and positive long-
term relationships. Fisher and Ury (1991) have provided four principles of
integrative negotiations. These are:

1. Focus on interests and not positions: While negotiating, individual
personalities with their egos should not take precedence over the objectives
or the interests involved. Generally, it is found that individuals want everyone
to accept their viewpoints at the cost of what is important. The focus of
negotiation should be on the underlying needs and interests of the people
concerned rather than their position in the organization.

2. Separate the people from the problems: The dynamics of interpersonal
relationship between the people involved in the negotiation process should
not take priority over the main issues. Negotiators should try to work on
mutually acceptable solutions rather than trying to let each other down while
negotiating.

3. Insist on using objective criteria: The negotiating parties should focus
on some standards evolved at the negotiation table in the form of some rule
or law. This will help the parties to focus on objectivity rather than the
desires of the parties involved. By using objective criteria, neither party has
to give in to the other, nor must both parties defer to a fair solution (Fisher
and Ury 1991).

4. Invest options for mutual gains: Focusing on the generation of alternatives
to solve a given problem helps the negotiators to overcome narrow thinking
while deciding under pressure and trying to arrive at the best solution where
none exist. There cannot be a one best solution always, however, a lot of
options can provide a forum where people can seek mutual gains.

It has been found that integrative bargaining is generally preferred to
distributive bargaining as it creates a strong bond between the negotiators and
makes them feel like achievers. Distributive bargaining generally results in one
party becoming a loser and thus tends to divide people. Integrative bargaining is
not commonly practised in organizations because of the difficult conditions in which
it operates (Thomas 1992). These conditions are:

 Openness and frankness between parties

 Sensitivity on the part of each party to the other’s needs

 Ability to trust each other

 Willingness of both parties to maintain flexibility

Since it is difficult to meet these conditions, even if one party begins integrative
bargaining by collaboration and there is no reciprocal behaviour, there would be a
tendency to shift to a distribution bargaining strategy (Fells 1998).
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Check Your Progress

6. State the difference between conflict and competition.

7. When is the ‘compromising’ technique largely used for resolving conflict?

8. Define negotiation.

4.5 FOUNDATIONS OF GROUP BEHAVIOUR

A group has a certain syntality which is developed further in an organisation to
achieve group synergy. The origin of groupism has an interesting history. A group
is defined as ‘two or more interacting and interdependent individuals who have
come together to achieve particular objectives’. An individual will be unable to
perform all the required activities, and group formation is inevitable to achieve
organisational objectives. Groups may therefore be formed and accepted by an
organisation. Groupism may also be informal, that is, not recognised but functioning
in the organisation. Sometimes, informal groups are more effective in an
organisation. Group dynamics is essentially used to increase the productivity and
profitability of an organisation and group behaviour is different from individual
behaviour. Group behaviour helps achieve higher productivity than the sum of
individual performances because of group personality which is known as syntality.
Groups have a separate identity. They are given more importance in organisational
behaviour because group personality or syntality has synergy, i.e. higher output
than that of the sum of individual output. A group thinks, decides, sets goals and
tries to act upon these to achieve the group goals. Group behaviour has three
dimensional studies, viz. the basis of the foundation of the group, intra-group
behaviour and inter-group behaviour.

Group Formation

Group formation has certain objectives. The purpose behind group formation may
be task achievement, problem-solving, proximity or other socio-psychological
requirements. Group formation is based on activities, interactions and sentiments.

Task Accomplishment 

The basic purpose of group formation is the achievement of certain objectives
through task performance. Individuals come closer in order to understand the
tasks and decide on the procedures of performance. In any organisation, task
accomplishment is the reason for which different groups such as an engineering
group, marketing group, foreman’s group and personnel group are formed for
achievement of the organisations’ goals. When an organisation faces some
procedural difficulties, concerned groups discuss them and evolve new techniques
of production, marketing and other functions.

Problem Solving

When people foresee or face certain problems, they unite to solve the problems.
Unity has strength. A group provides strength to members who are willing to
challenge any problem. Group behaviour gives more strength to come down heavily
on problems.
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Proximity

People form groups because of proximity and attraction towards each other. The
group formation theory is based on propinquity, which means that individuals affiliate
because of spatial or geographical proximity. They interact frequently with each
other on many topics, because this interactive communication is rewarding.

Socio-psychological Factors

Sentiments and action-uniformities bring people closer. They also form groups for
safety, security and social achievements. People cooperate with members of the
group on social as well as economic grounds to reach satisfactory levels.

People form groups basically for activities, interaction and due to sentiments.
People living in proximity frequently discuss their problems. They try to reduce
their tensions and achieve satisfaction. Individuals interest each other only when
they have common attitudes and sentiments. People with diverse attitudes form
groups under certain compulsions to meet unexpected problems. Employees form
unions to ensure the safety and security of jobs. Outside the factory, they form
groups for religious, social, cultural and political activities.

Stages of Group Formation

Group development has been studied to find out the purposes behind development.
Different groups require different lengths of time for development. The development
structure is heavily influenced by the nature of groups. The various stages of group
development are forming, storming, norming, performing and adjourning.
All the groups may not accept the same order of group development.

The first stage is forming, wherein the group decides its own purpose,
structure and leadership. Members decide what types of behaviour are acceptable.
The membership is increased till the group is finally established. Individuals are
brought together for the first time and a communication pattern is developed. The
interdependence of members is decided as per the structure and goals of the
group. They decide on plans of future action involving discussions on formulation
of group goals and evaluating the resources for achieving the goals.

The second stage of group development is storming, wherein members
storm their views. They put forth their views forcibly with strength, and this evidences
interpersonal conflicts. Many problems are brought to the group for discussion
and solution. Many conflicting views may be expressed. Authorities and supervisors
are frequently criticised for various reasons. However in an educated group, people
consider the views of others with patience. They arrive at unanimous decisions
with constructive attitudes. A group develops syntality and gets synergy if the
storming stage is actively smoothened. On the contrary, the group will not advance
if the members continue storming and conflicting with each other.

The third stage of group development is norming, wherein members develop
a close relationship and demonstrate cohesiveness. Members enjoy belonging to
the group and develop synergy. A strong sense of group identity and a camaraderie
is developed. The group structure is solidified and interpersonal relationships are
developed with increased cohesiveness and sharing of ideas. It increases the
positive behaviour and strong feeling of development among members.
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The fourth stage is the performing stage. The group performs its functions
to achieve the desired objectives. It is fully functional and operational. This stage
is directed towards the accomplishment of group goals. It explores the action to
be taken and decides on innovations. Satisfactory performances and achievement
of group goals are observed under this stage.

The fifth stage is the adjourning stage of development when the group is
dissolved. The adjournment stage is generally undertaken after completing the
task, although the group may be adjourned even before completing the task, due
to misunderstanding and storming. Mutual friendship is lost, depression is observed
and the group is wrapped up with activities. Such adjournment is undesirable for
both individuals and the organisation. The group objectives should be fulfilled
before adjournment. Leaders play a great role in the continuation and adjournment
of the group. Dynamic leaders always try to review and strengthen the group
activities for the development of their people.

Group Process

Group process includes the decision making process, leadership behaviour, power,
interactions, conflicts and so on. Group process may provide group synergy and
group loafing , depending upon how it is arranged and directed. Group synergy
gives more results than the sum of individual performances. For example, if two
employees produce two units separately, they can produce five units when
performing together in a group. The production of one extra unit is on account of
the group personality known as syntality. On the contrary, group loafing or social
loafing produces less than the sum of individual performances. Social loafing is
negative synergy.

Group process tries to gain group synergy, which is possible with the proper
arrangement of the work process. The skills of each of the group members are
used to the maximum for getting the benefit of group working. Diverse skills, mutual
interests and meaningful suggestions are possible in group process. Social facilitation
occurs in a group. One member may help other members while they are performing
a job. They enjoy working together and do not feel tired at an early stage, because
of mutual interest and understanding. People learn with each other in a group.
Group process should be designed in such a way that members get proper training
and motivation.

Work Group Behaviour

Group behaviour depends on multiple factors which may be organisational
conditions, group member resources, group structure, group status, group
composition, group process, group tasks, group decision-making, group
cohesiveness and group thinking. As a result of the combinations of different
factors, the performance of an organisation and the satisfaction of its employees
are influenced. Many groups are successful, while others are unable to achieve the
objectives because of the varying foundations of the groups. The study of the
foundations of groupism reveals the variables and their interrelationships in group
behaviour influencing performance and satisfaction.
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Factors that Affect Group Behaviour

Groups work in society which is composed of multiple and diverse factors. Many
factors are allied to the organisation and others are alien to it. Group behaviour is
greatly influenced by the conditions of the organisation within which the groups
perform. The organisational conditions include organisational strategy, authority,
structure, formal regulations, organisational resources, the personnel selection
process, physical work setting, organisational culture, performance evaluation and
reward system and the social and economic conditions of the country.

Organisational strategy: Organisational behaviour depends mainly on the
organisational strategy. If the organisational strategy is to help the supervisor on all
fronts, the employees will be directed towards that goal. Similarly, the behaviour
of employees should be such as to reduce costs, improve quality, expand the
market and so on. The strategy of an organisation influences the power of various
groups. The willingness of the top management to allocate resources influences
the various activities of the organisation and the behaviour of employees is influenced
accordingly.

Authority structures: The authority structure influences the behaviour of various
cadres, as it stipulates power and authority to different cadres of management.
The hierarchical relationship is developed to exercise their respective powers and
authority. Higher authority has more power and lower authority is vested with less
power. The nature of the authority structure influences employee behaviour.

Regulations: The rules and regulations developed for directing employees’
behaviour have been accepted as the guiding factors of behaviour. Policies,
procedures and programmes are designed to motivate employees. Formal
regulations have resulted in standardised behaviour. Informal rules create confusion
and contradictions.

Resources: The resources of an organisation are used for achieving organisational
goals. Many times, employees feel frustrated because of the non-availability of
adequate and proper resources. High quality raw materials, tools and techniques
make employees interested in work performance. Employees feel satisfied if they
are given quality raw materials for turning out quality products. Similarly, the absence
of inadequate supply of raw materials, machines and money discourages the
employees’ performance.

Selection process: Merited employees are work-oriented. Employees getting
appointments or promotions by canvassing are giving more importance to political
considerations. They are not interested in the organisation’s development. The
selection process should be judicious and proper for achieving the desired
behaviour from the employees.

Physical work setting: The work structure has an important bearing on behaviour.
The arrangement of work, machines, equipment and size is specially considered
under work setting. If raw material is placed very far away from the production
site, employees get opportunities to waste time. If the supervisor asks them to
work properly, they will blame the arrangement of raw materials and the shortage
of raw materials for delays in production. Work setting presents barriers as well
as opportunities for improving work behaviour.



Stress, Personality
and Groups

NOTES

Self - Learning
218 Material

Organisational culture: Work culture includes work behaviour. An indifferent
attitude on the part of the management creates indifferent behaviour. Every
organisation has its own culture. Employees behave as per the existing culture of
the organisation. The importance of honesty and integrity is realised in big
organisations. The old values and traditions are practised for maintaining positive
behaviour. The management has a great role to play in inculcating organisational
culture.

Performance evaluation and reward: The systems of performance evaluation
and reward have a great impact on employee behaviour. Equitable distribution of
rewards encourages employees and satisfies them. When employees are
appreciated for their additional performance, they are highly motivated to
demonstrate their capacities and capabilities. On the contrary, partial rewards
tend to discourage employees causing them to resort to unethical practices.
Frustration mars the development of an organisation. The behaviour of individuals
and groups is channelised through performance evaluation and reward.

Social and economic conditions: An organisation is influenced by social and
economic conditions. In a developing economy, transitional upheavals are witnessed,
causing behavioural instability. A developed economy witnesses stabilised behaviour
which is predictable and preventable. The Indian economy is presently undergoing
a social and economic change and the country is facing diverse behaviour. Some
people are highly ethical and honest, while others are purely materialistic. Many
honest employees face recognition problems. Dishonesty and flattery are rewarded,
and this creates imbalances in the mind. Social and economic conditions therefore
influence the working of an organisation.

Group Member Resources

The members of a group have potential behaviour. An individual’s qualities, abilities,
characteristics and expectations have a great influence on group behaviour.

Qualities: Individual qualities have a strong influence on interaction among group
members. The qualities and traits of an individual decide his way of behaviour.
Democratic, defensive and submissive attitudes have a positive impact on group
behaviour. Similarly, authoritarian, offensive and abrasive outlooks create distrust
among the members of a group. Extroversion and dominance have an unhealthy
impact on group behaviour. Self-reliance, introspection, sociability and helpful
attributes of employees create a congenial atmosphere in the organisation.

Abilities: Expressed capacity is ability. A talented employee demonstrates high
performing abilities. Trained, experienced and highly motivated employees can
perform better because they develop high abilities for task performance. Abilities
indicate what the individual is able to do and how well he can interact with group
members. The relationship between abilities and performance is positive.
Employees having more abilities perform the task in a better manner. They behave
well within the group and contribute significantly to the development of the
organisation. If the abilities of these employees are accepted, they tend to contribute
more happily to the organisation. Task-related and personality-related abilities
have shown positive contributions to group behaviour.
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Personal characteristics: Personal characteristics such as age, sex, physical
features, personality, appearance and mental aptitude have an impact on group
behaviour and performance. An aged person is found more competent in group
interaction than a younger person. A more pleasing atmosphere is created with
pleasing faces. Mentality and spirituality have a certain impact on group behaviour.
The combined impact of personal characteristics may be positive, although the
impact of a single characteristic is not accurately measurable. Positive attitudes
have a positive impact on group performances.

Expectations: Employees’ expectations have always been controlling factors of
behaviour. High hopes lead to poor performances, as high hopes are not fulfilled
by management. Similarly, if the employees expectations are fulfilled, they get more
satisfaction. Expectations of employees influence interpersonal relationships, rewards
and performances. Unsatisfied expectations or ambiguous expectations cause
frustration, disappointment and low turnover. Proper guidance, autonomy and
feedback lead to proper behaviour. Employees’ expectations should not only be
linked with performance, but with the following of standard rules, procedures and
policies. It is expected that employees will follow the organisational policies and
practices.

Group Structure

Group structure is the framework of a group which has greater influence on the
behaviour and interaction of members of a group. Group structure, as its outer
framework, and inner relationship are guiding and controlling factors of behaviour.
Group structure has different variables such as interpersonal relationships, roles
played, norms, group status, group size and social density.

Interpersonal relationships: Every group has a leader whose task is to
guide and control group activities. The nature of the group leader and the formal
relationship between the leader and the subordinates determines group behaviour.
A sober and serious leader develops a congenial atmosphere. The formal
relationships between subordinates and their superior are strengthened. This
relationship plays a crucial role in organisational performance and behaviour. The
success of group member resources depends on the framework of the group
structure. The interpersonal relationship influences interaction, expectation and
the performance of the group. A particular structure helps or inhibits the interaction
of members. Reinforcement of relationships helps in moulding proper behaviour
and achieving better performances. Expectation is shaped and moulded with
interpersonal relationships.

Group structure develops a particular pattern of behaviour and interaction
of group members. Status, norms and roles are designed as per the forms of
group structure. Many mediating variables such as formal structure and role structure
have a great impact on group members’ interaction and performance.

Roles: All the employees and group members play their respective roles as
per their positions. They not only behave in a particular manner, but expect specific
behaviour from others. Individuals in the group are assigned certain jobs, positions
and titles. They are expected to perform certain roles. The perceived role is the
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role expected in practice by the individual himself. A perceived role may be
inaccurate. A enacted role is the way he actually behaves. The expected role is
usually not the perceived role because of role ambiguity, lack of clarity and
uncertainty. Role conflict differentiates created roles from perceived roles. Job
duties, authority and responsibility are role-factors which influence behaviour.
Distorted role-behaviour is observed when the expected role, perceived role and
enacted role are differently understood in reality, although theoretically they are
the same. The expected role is not properly perceived due to a lack of clarity
regarding job duties, authority and responsibility. Role ambiguity is also caused by
different factors. It is caused by the lack of clear job description. An individual or
employer may swim or sink when his enacted role is different from the expected
role. Role behaviour at every level of management should be well defined and
described in terms of occupational levels, individual characteristics and functional
features so as not to create role ambiguity.

Norms: Group structure incorporates certain norms to be followed by group
members. Norms are acceptable standards of behaviour in a group. Members of
a group are allowed to act, interact and perform their functions as per established
rules and standards of behaviour. Group members learn necessary behaviour for
the effective performance of group activities.

Form of the norms: The norms are traditionally accepted rules of behaviour
which are developed through explicit statements, critical events, primary and carry
over behaviour. Explicit statements made by group members become norms of
behaviour if these norms are accepted by them. For example, if it is stated by the
supervisor that the employees would not be allowed to have guests visit them
during working hours, it may become a norm of the organisation. However, if the
members resist this statement and arrive at the accepted norm that guests will be
allowed to visit them only thrice in a month, there will be this new norm. A critical
event in group behaviour may also decide the norm to be followed. For example,
if a passerby is injured while standing near the machine on a particular date, it will
become a norm of the factory that no one should stand near the machine. Primacy
helps development of group norms. Initial behaviour accepted by the group
members forms the norms of behaviour. If the organisation offers tea at an interval
of three hours in the office, it becomes a norm of the organisation. In case tea is
not offered by the organisation, employees will go out of the organisation for tea.
Carry over behaviour from past experience may form part of behavioural norms.
Members of the group are expected to behave in a given fashion which becomes
the norm.

Conformity: The conformity decides the degree of use of norms. Group
success depends on the conformity of norms which is the acceptable degree of
norms by the employees. The reasons for a lower degree of conformity are
diagnosed to develop the acceptibility of a high degree of norms. There are four
variables influencing conformity. Intelligence and authoritarian attitudes are negatively
correlated to conformity. Highly intelligent people do not follow all the norms,
whereas people of submissive nature follow norms in many cases. Situational factors
influence conformity. The group size, group structure and group interaction have
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positive impacts on the conformity of norms. Stimuli are important factors for
conformity. Intra and inter group relationships influence members to conform to
the norms. Congenial relations help in higher conformity, whereas disturbed relations
cause the disregarding of norms. The leadership styles of supervisors and the
attitudes of foremen have a significant impact on conformity. Voluntary conformity
is a welcome step under group behaviour. If a member does not conform to the
norms, he is persuaded and pressurised by the group to follow the norms. In case
he does not follow the norms, he is punished or avoided, depending upon the
importance of the norms.

If an employee is proved to have rebelled against the norms, he is excluded
from the group or sent out of the organisation to prevent other employees from
being rebellious. It is important to remember that it may not be possible to adhere
to norms always as some employees who are very creative and innovative may be
different by nature.

Group status: Status is a defined position or rank. Status may be given to
an individual, group or institution. It is a socially accepted position given to a
person by others. Members of a group are recognised by their status, Group
members are proud of the status of their group and organisation. A member can
understand his role and rights through the status of his group. Status is a significant
motivator. It influences the behavioural patterns of employees. Within the
organisation, employees enjoy their respective status which is based on position,
title, wage level, seniority, skill and education. An employee is given status because
of his personality, work experience, skill, age, education and expertise. People
are known by their position or status. For example, professors, doctors, engineers
and foremen are known by their positions in society. It symbolises their authority
and responsibilites.

Status has a direct impact on group behaviour because of status congruence,
that is the agreement of behaviour with the status. A professor is expected to be a
role model. A doctor is expected to be caring and courteous. Group members
have status congruence towards achievements of group objectives. Status conflict
is witnessed in those cases where status relations are not properly defined and
their authority and responsibilities are not correctly delineated.

Type of status: Status may be formal and informal. Formal status is given
by a particular group. The manager is given an award by the company and he
enjoys this awarded status throughout his career. Status is attached to an impressive
title, high pay, preferred work style and so on. Status hierarchy, organisational
views and employees’ respect are attached to formal status. Education, experience
and skill are linked with status. People accept informal status at large. Social or
political leaders are examples of informal status.

Status and norms: People of higher status are given more autonomy than
people of lower status. They are given more freedom to deviate from norms than
any other people of the group and are in a better position to exert pressure. People
of higher status care more about the achievement of the objectives than following
norms. Lower status people are required to follow the norms, although they are
not much concerned with the objectives.
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Status and equity: Status should be equitable, as otherwise it will create
disequilibrium. Inequity creates incongruence. Pay and status incongruence have
always caused dissatisfaction amongst employees. While providing status
satisfaction, it must be clear that there should not be any inequity. Group members
agree on status criteria, but they have conflicting opinions on status inequity.

Group size: The size of the group has a positive impact on behaviour because
of diverse decision and an adequate number of people in the group. A large group
is more effective in achieving organisational objectives. It has given birth to synergy
as a result in social loafing. People feel free when they work collectively, because
they get a chance to relax while this is not possible during individual working. A
large group encourages social loafing, i.e. a tendency to extend less effort when
working collectively. Many people are lazy and inept. They get a chance to reduce
their efforts and disperse their responsibilities because they think that their
contribution cannot be measured.

A small size group is more easily managed and can produce more qualitative
goods. Small groups result in faster completion of work than proportionately higher
groups. A smaller group is better at performing quality work. Members of smaller
groups have more satisfaction than those of bigger groups. However, a very small
group shows more tension and ignorance of the production process.

The impact of size on behaviour depends on the nature of the task. The size
should be decided after considering the degree of interaction and satisfaction
required in the group. In a decision-making group, odd numbers are preferred to
decide on the majority opinion. In a very small group for example, three or five
members alone may not arrive at an expert opinion. A group of seven or nine
members is considered to be more effective and useful.

Social density: Group behaviour depends on social density, which is the
number of people at a particular place, location and system. The degree of
interaction depends on the density and quality of group members. A specific location
in a factory would be more appropriate than a general type of location. The plant
layout has some influence on the density and consequently on the performance
behaviour. If a large number of employees congregate at a place, no effective
performance is feasible because of confusion and commotion. A definite amount
of space must be provided between one employee and another employee. In an
office, at least sixteen square feet is required for an effective performance. There
is no definite rule for social density, but it should be decided based on the task,
tool and techniques. The basic purpose is to avoid crowding or confusion. Stress
and tension caused by social density should be avoided. Similarly, too much distance
between one employee and another employee causes unnecessary delay in
performances. Proximity must be decided upon as per the needs of the organisation.
For example, in technical units less stress is noted in proximity, whereas in offices
more wastage of time is observed under close proximity.

Group Composition

Group composition, i.e. the nature of the members of the group in terms of age,
skills, knowledge, personalities, opinion and so on, has a great impact on the
behaviour and performance. Heterogeneous groups consisting of dissimilar
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individuals and diverse abilities achieve performance. Cultural diversity brings diverse
views and attitudes to improve efficiency. Heterogenous groups perform more
effectively than homogeneous groups. Group diversity is converted into cohorts
after a lapse of three to four months of working together. Cohort means common
attribute. For example, women workers develop a common understanding while
working in the same organisation. Cohort people enjoy working in the same
organisation and working together. A diverse group has positive and negative
impacts, depending upon the nature of the task.

A heterogeneous group gives a high performance because members are
motivated by other groups. Problems are solved through diverse approaches
because of multiple choice. Each group tries to maintain its own dignity and culture
by demonstrating higher performance. The work culture becomes unique when
everybody becomes busy attempting to achieve a maximum output. However,
diversity receives unification by higher authority, otherwise it would create conflicts.
Composition management is essential to get the maximum benefit out of
heterogeneous groups.

Check Your Progress

9. List the various stages of group development.

10. List some of the factors that affect group behaviour.

11. What is social density?

4.6 TEAMS: DECISION MAKING AND
MANAGEMENT

The effectiveness of any organization depends upon effective teamwork. Effective
teams evolve from effective group functioning in organizations, and it requires trust
and support of individual members. If members do not trust or support each other,
group meetings easily degenerate into fights and arguments with no cooperation at
all (Dyer et al. 1990). For a group to evolve into a team, it is essential to reach to
the performing stage. At that stage, the group needs to possess the following
characteristics: agreement with the mission of the team, shared leadership, collective
sharing of accountability, problem solving, and measurement of effectiveness by
collective accomplishment (Katzenbach and Smith 1993). Some of the conditions
essential for evolving a group into team are as follows:

Supportive organizational conditions: An organization needs to provide
a supportive environment to help a group evolve into a team. Some of the conditions
conducive to the evolution of teams include management’s unconditional support
to the team, team’s support to the organizational goals, appropriate skills possessed
by the team member to carry out activities of the team effectively and whether the
organization can afford to postpone task accomplishment till members learn to
work together (Smither 1991).

Skilled team members: The team’s success depends upon the
complementary skills possessed by the individual members. The set of skills that
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need to be possessed by the individual members comprises of technical skills, to
be able to complete the job requirement; problem-solving skills, the ability to
solve any problem at a given point of time; decision-making skills, the ability to
take appropriate decisions to solve the problems; and interpersonal skills so as
to develop better relationships with superiors, colleagues, and subordinates in the
work environment. Other skills include skills of active listening, mutual influence,
and constructive confrontation to establish common goals and collaborate to achieve
them (Katzenbach and Smith 1993).

Common values: For cooperative and collaborative effort, it is essential
that the team members possess some common core set of values to reinforce
accountability. Such common values help members to listen and respond
constructively to others, give the benefit of doubt, provide support, see the interest
of others and acknowledge their contributions (Katzebach and Smith 1993).

Matching team roles and preferences: For managing a team effectively,
there has to be prefect compatibility between the roles performed by individual
members and the task in hand. A manager has to accomplish the goals by linking
differentiated roles held by motivated team members (Davies 1990). Box 9.3,
using the example of Project Chandrayaan, describes how a collection of people
forming a team can convert a dream into reality.

Types of Teams

The teams in organizations can be classified into different types. Some of these are
discussed here.

Top-management teams: These teams help to coordinate the activities of
the work teams that are drawn from a number of different areas. Members of the
top management may find it difficult to coordinate as members of a team as they
are generally apprehensive about diluting their individuality for the sake of group
effort, particularly if there is a past record of success (Hart 1996). On the basis of
their experience as McKinsey management consultants in the United States,
Katzenbach and Smith (1993) concluded that although teams have an advantage
over individuals, there are instances where factors such as the time-consuming
nature of teamwork and a culture of individual rather than collective effort make it
difficult for teams to form, particularly at the top-management level.

Cross-functional teams: Cross-functional teams comprise of individuals
from the same hierarchical level but different functional areas, to perform a specific
task. As individuals come from diverse backgrounds, it takes some time for trust
to be established among them (Denison et al. 1996).

Quality circles: A quality circle is a small group of employees (4–15) who
do similar work and report to the same supervisor. The group meets regularly on
a voluntary basis to identify and analyse work problems and provide solutions.
Quality-circle teams are concerned with improving quality and effectiveness. The
quality circle works on the premise of setting joint objectives through the process
of participation and consequently working together to remove the blocks in the
achievement of objectives. A significant consequence of the implementation of
quality circles is the enhanced commitment to necessary changes in work practices.
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It is used to improve productivity, product quality and safety at work, and the
benefits claimed following its use are reduced waste, improved communication
between management and workers, the creation of a problem-solving environment,
increased job involvement, and improved morale.

Self-managed teams: These teams or groups, consisting of 10–15
employees, are the fallout of the autonomous work groups, and they take on the
responsibilities of their former supervisors (Cohen et al. 1996). The activities of
the self-managed teams consist of planning and scheduling work, controlling the
pace of work, taking decisions, and solving problems. An important feature of the
real self-managed team is the selection of people to join the group and allowing
members to evaluate each other’s performance. However, the latter, according to
Golzen (1993), could be a contentious issue.

Virtual teams: In a virtual team, information among the members is shared
through the Internet, e-mail, and teleconferencing. The members may not have to
meet each other, but they relate and communicate with each other by means of
technology. Through these facilities, all members have access to the same information
before making a decision and can move in and out of teams according to the
requirement. Virtual teams are required when organizations are desirous of placing
their best talent across the country on temporary task forces or product
development groups.

4.6.1 Key Issues in Team Building

The performance of a team depends on the size of the work team, the abilities of
members, allocation of roles and promotion of diversity, commitment, specific
goals, leadership, social loafing, reward systems and mutual trust.

Size of teams: A smaller sized team increases the performance possibilities. A
larger size does not help cohesiveness, commitment and mutual understanding.
When a team is larger, groups are broken into sub-teams. The sub-teams perform
the job better than a larger number of people in the team.

Abilities of members: Technical and managerial skills ensure the performance
functions. More technically qualified people can perform the job in a more
systematic and effective form. Managerial expertise helps to solve problems easily.
Teams help feedback, conflict resolution and development of interpersonal skills.

Allocating roles: Teams have different needs which are to be fulfilled for the
satisfaction of team members. Each member has to perform his roles which are
allocated on the basis of personalities and preferences. Team members are allocated
specific jobs and performances. The role may be that of a creator, imaginator,
explorer, thruster, comptroller, controller, reporter, linker and inspector. Each of
these roles has to be performed by the members.

Commitment: Team members have common and meaningful purposes of
performances, direction and commitment. They spend sufficient time and effort
for discussing and agreeing on the collectively made decisions.

Specific goals: Specific goals clearly demonstrate functions which are measurable
and realistic. Goals energise teams and facilitate clear communication. Innovative
ideas are developed through goals.
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Leadership: Leadership is needed to achieve objectives through the high
performance of the teams. Unified action requires defining and agreeing on a
common approach to goal achievement. Each member contributes equally to
performance. The leader decides on the schedule, skills and cooperation needed
for team performance. He resolves conflicts and makes team members agree for
common goal achievement.

Social loafing: Social loafing is possible in group action because an individual
gets opportunities to hide his skills. Individual action is not identifiable in group
performance. A person who is not interested in the team performance can avoid
action. Loafing is avoided only through developing a team spirit and determining
of joint accountability. A team succeeds if social loafing is avoided by team members.

Reward systems: The team decides on group-based evaluation or performance
for rewarding team members. Individual contributions are not assessable. Team
performance is appraised by developing a suitable reward system. Profit sharing
and gain sharing are modified with context to the team performance.

Mutual trust: Mutual trust is the backbone of team success. Mutual trust depends
on competence, integrity, consistency, loyalty and openness. Great performances
have been achieved through high mutual trust. It is well known that trust begets
trust and distrust begets distrust. Therefore, it is essential to create and develop
mutual trust for the success of the team. There is onerous responsibility on the
leader to maintain mutual trust. He has to be a team player, fair, consistent, confident
and competent. The mutual team spirit is also dependent on the members’ qualities
as mentioned above.

Check Your Progress

12. What are cross-functional teams?

13. What is a Quality Circle?

4.7 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. The reaction which activates and motivates people to achieve their goals,
change their environment, and face life’s challenges is called eustress.

2. The first step towards managing stress is to be aware of the symptoms of
stress, especially the negative ones.

3. Two characteristics of the individuals with Type A personality are as follows:
(i) They are generally restless so they eat rapidly and keep walking or

are generally on the move.
(ii) They have the tendency to perform several tasks at one given time.

4. A bureaucratic individual also respects organizational rules and regulations
but he differs from an authoritarian person in the manner that he may not
blindly accept the directions of an authority. He also has respect for the
authority; however, this respect is not total and blind in case of a bureaucratic
individual.
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5. Thinking type people are more logical, analytical and use reason when solving
problems. They are unemotional and are unsympathetic to other people’s
feelings when making judgements. They are very stubborn about defending
their ‘principles’ and what they believe is right. They are organized and
well-structured, and they carefully consider all options before making
decisions.

6. Competition is directed towards obtaining a goal and one group does not
interfere with the efforts of another group while conflict is directed against
another group and actions are taken to frustrate the other group’s actions
towards goal achievement.

7. Compromising is a useful technique, particularly when two parties have
relatively equal power, thus no party can force its viewpoint on the other
and the only solution is to compromise. It is also useful when there are time
constraints.

8. Negotiation is a process by which two or more parties, each with its own
goals and perspectives, coordinate areas of interest through concession
and compromise to reach an agreement and take joint decisions about areas
of common concern in a situation in which neither side has nor wants to use
complete power.

9. The various stages of group development are forming, storming, norming,
performing and adjourning.

10. Group behaviour depends on multiple factors which may be organizational
conditions, group member resources, group structure, group status, group
composition, group process, group tasks, and so on.

11. Social density is the number of people at a particular place, location and
system.

12. Cross-functional teams comprise of individuals from the same hierarchical
level but different functional areas, to perform a specific task.

13. A quality circle is a small group of employees (4–15) who do similar work
and report to the same supervisor. The group meets regularly on a voluntary
basis to identify and analyse work problems and provide solutions. Quality-
circle teams are concerned with improving quality and effectiveness.

4.8 SUMMARY

 Stress refers to the body’s physiological, emotional, and psychological
responses to an individual’s well-being. When the response is in the form
of a deviation from healthy functioning, the state is called distress.

 Stress from the task demand emerges from changes enforced on
employees. Change often brings in uncertainty and unpredictability. Change
emerges from changes in the economic condition, technology, leadership,
and structure.
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 Role conflict exists when job functions contains duties or responsibilities
that conflict with one another.

 The environment in which the organizations operate has a profound impact
on their working. The economic, political, and technological events
happening in the external environment cause stress in varying degrees as
they have many uncertainties associated with them.

 Stress is an aspect of our life that cannot be avoided. Since it cannot be
eliminated completely, one needs to understand the techniques and
strategies to control its effects and thereby enjoy more productive, satisfying
lives both at the workplace and away from the workplace.

 Stress is an aspect of our life that cannot be avoided. Since it cannot be
eliminated completely, one needs to understand the techniques and
strategies to control its effects and thereby enjoy more productive, satisfying
lives both at the workplace and away from the workplace.

 Consistency in an individual’s characteristics will actually define the
consistency of the behavioural patterns that may be expressed by an
individual. If a person’s entire personality could change suddenly, then we
would not be able to predict his personality traits.

 Research has indicated that such patterns of behaviour as exhibited by
Type A personality profile, lead to health problems, specially heart related
illness. In contrast, Type B persons may be hard working but feel no
pressing conflict with people or time and hence are not prone to stress
and coronary problems.

 A highly dogmatic person is closed minded, and believes in blind obedience
to authority and intolerance towards others. They are generally known as
fanatics such as religious fanatics or political fanatics like hard core
communists or right wing Nazis.

 Self-esteem can be correlated with traits like independence, creativity and
assertiveness. The individuals with high self-esteem levels are generally
very friendly in their behaviour. They are also affectionate and relate easily
with people. They are good at interpersonal skills and are capable of
appreciating other people for their positive qualities and strengths.

 The earlier traditional view of conflict considered it harmful, destructive
and unnecessary. This view was consistent with the attitudes that prevailed
about group behaviour and interaction during 1930s and 1940s. In recent
years however, management scholars have shifted their view of conflict.
This view is known as behavioural view and it proposes that because
people differ in their attitudes, values and goals, conflict is but a natural
outcome in any group of people and that it can be helpful and constructive
if it is handled properly.

 Under certain circumstances, conflict is necessary and desirable in order
to create changes and challenges within the organization.
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 Conflict resolution is a method of solving a social conflict peacefully. Many
times, group members try to resolve their conflicts and disputes by
communicating information to the rest of the group regarding the conflict
through their intentions and reasons for having such beliefs.

 Various researchers have identified five primary strategies for dealing with
and reducing the impact of behavioural conflict: ignoring the conflict,
smoothing, compromising, forcing, and problem-solving.

 The structural based conflicts are built around organizational environments
and can be resolved or prevented by redesigning organizational structure
and work-flow.

 Negotiation is a process by which two or more parties, each with its own
goals and perspectives, coordinate areas of interest through concession
and compromise to reach an agreement and take joint decisions about
areas of common concern in a situation in which neither side has nor wants
to use complete power.

 A group is defined as ‘two or more interacting and interdependent
individuals who have come together to achieve particular objectives.

 Group formation has certain objectives. The purpose behind group
formation may be task achievement, problem-solving, proximity or other
socio psychological requirements.

 The various stages of group development are forming, storming, norming,
performing and adjourning.

 Group behaviour depends on multiple factors which may be organisational
conditions, group member resources, group structure, group status, group
composition, group process, group tasks, group decision-making, group
cohesiveness and group thinking.

 The effectiveness of any organization depends upon effective teamwork.
Effective teams evolve from effective group functioning in organizations,
and it requires trust and support of individual members. If members do
not trust or support each other, group meetings easily degenerate into
fights and arguments with no cooperation at all (Dyer et al. 1990).

 The teams in organizations can be classified into different types. Some of
these are top-management teams, cross-functional teams, Quality Circle,
self-managed teams, and virtual teams.

 The performance of a team depends on the size of the work team, the
abilities of members, allocation of roles and promotion of diversity,
commitment, specific goals, leadership, social loafing, reward systems and
mutual trust.

4.9 KEY TERMS

 Stress: It refers to the body’s physiological, emotional, and psychological
responses to an individual’s well-being.
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 Dogmatism: It refers to expression of rigidity in one’s beliefs.

 Machiavellianism: It refers to a personality trait which sees a person so
focused on their own interests that they will manipulate, deceive, and exploit
others to achieve their goals.

 Negotiation: It is a process by which two or more parties, each with its
own goals and perspectives, coordinate areas of interest through concession
and compromise to reach an agreement and take joint decisions about
areas of common concern in a situation in which neither side has nor wants
to use complete power.

 Group: It refers to a number of people or things that are located, gathered,
or classed together.

4.10 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. Define stress.

2. What are the strategies used to manage stress?

3. Write a short note on Machiavellianism.

4. Define conflict in your own words.

5. State the positive consequences of conflict.

6. How can behavioural conflict be resolved?

7. What do you understand by group formation?

8. What are the conditions essential for evolving a group into a team?

Long-Answer Questions

1. Discuss the various sources of stress.

2. Examine the determinants and structure of personality.

3. Analyse the strategies for encouraging constructive conflict.

4. Explain the strategies for resolving constructive conflict.

5. Discuss the two major strategy used for negotiation.

6. Discuss the different stages of group formation.

7. Examine in detail the factors that affect group behaviour.

8. Describe the different types of teams in organizations.
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5.11 Further Reading

5.0 INTRODUCTION

Change is a phenomenon that pushes us out of our comfort zone. It is for the
better or for the worse, depending on how it is viewed. Change has an adjustment
timeline that varies from person to person. Change has a negative effect on those
who do not want to let go. Being flexible is the key. For instance, a roller coaster
ride can symbolically be indicative of change—it can be fun if you know when to
lean and create balance. Change spurs you to achieve your best. It will cause you
to learn.

The term ‘Organization Development’ (OD) was coined by Richard
Beckhard in the mid 1950s, as a response to the need for integrating organizational
needs with individual needs. OD came into prominence in the 1960s and grew in
response to needs. OD is a strategy of intervention in which group processes
focus on the entire culture of an organization so that a planned change could be
brought about. According to Harold M. F. Rush, OD ‘seeks to change beliefs,
attitudes, values, structures and practices so that the organization can better adapt
to technology and live with the fast pace of change’. It seeks to use behavioural
science knowledge to help organizations to adjust more rapidly to change. This
unit will discuss the concept of organizational change and organizational
development. The unit will also delve into the concept of organizational culture.
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5.1 OBJECTIVES

After going through this unit, you will be able to:

 Understand the concept of organizational change and the resistance to it

 Discuss organizational development and transition management

 Explain the concept of organizational culture

5.2 ORGANIZATIONAL CHANGE:
MANAGEMENT AND RESISTANCE TO
CHANGE

If we see around us, life is changing every moment. Maya, the Sanskrit word,
means ‘life is an illusion’—the world around us is steady and not changing. A good
leader looks beyond the illusion of ‘changelessness’ and unearths opportunities
for change. There have been several passionate arguments put forward by
academics about which comes first—a change in attitude or a change in behavior.
In organizational terms, this means do we help the people challenge their beliefs
and thus bring about behavioural change, or do we encourage them to experiment
with behavioural change in the hope that different results will revolutionize their
thinking. Well, the answer is both.

Change takes place even when employees do not believe it will. They may
not be susceptible to change or even detest the idea of behaving differently, but as
long as they stay open to the possibility, they are on the road to change. This is
because the act of doing something differently will start to influence their belief
systems. In addition, the response received from others will reinforce the new
behavior. For example, a CEO of an organization might want to be less positioned,
more flexible and visibly vulnerable in looking for conflict resolutions vis-a-vis
peers. However, this CEO might have a dualistic approach to thinking—perceiving
two alternatives to every problem: ‘him’ or ‘they’. Thus, from this perspective,
there could only be one ‘winner’, and the CEO will obviously be determined to
win.

The management should realize the value of effective employees’ cooperation
and collaboration, and motivation in the workplace. Before putting into practice a
change in an organization, managers should understand that different people hold
dissimilar opinions about change. Also, not all employees are candid and willing to
be straightforward with their managers. Therefore, managers should have the
initiative to interact with all employees and keep them informed about any
organizational change. By communicating and listening to employees, managers
can be aware of their unfulfilled needs and resistance to change. In other words,
the communication should be improved between managers and employees, in
places where employees are not too keen on change.

While implementing organizational change, managers should be able to
understand employees’ attitudes, but also they should keep in mind how the
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employees feel. As leaders, managers should guide and direct employees along
the organizational change process, appreciate the significance of employees’
motivation to proceed with change, and be open to new ideas that come from
employees. Listening and explaining to employees is an essential process to convince
them about the projected benefits that are expected from the introduced change.

As soon as the change is implemented, managers should continue to
communicate with employees about the benefits of the new working environment.
This will promote an open exchange of ideas and information among all parties.
By being helpful, managers can discover to what extent change affects employees
and take remedial actions immediately to support them. For example, managers
should be aware that although organizational change impacts that bring positive
results into the industry do not necessarily bring about the same outcome to
employees. Change of a working system may increase employees’ income with
extra workload which can in turn creating fatigue and low spirits.

Levels of Change

There are various levels within the organizational domain where changes can be
brought about for operational enhancement of the organization as well as desirable
behaviour of members. The various types of changes that can have considerable
impact on the organizational culture are:

Strategic change: This is a change in the very mission of the organization.
A single mission may have to be changed to multiple missions. For example, when
British Airways acquired a major part of US Air, the culture of the entire organization
had to be modified to accommodate various aspects of American organizational
culture into the British organizational culture.

Structural change: Decentralized operations and participative management
style have been seen as more recent trends in the organizational structure. Since
these structural changes shift the authority and responsibility to generally lower
level management, it has a major impact on an organization’s social climate and
members have to be prepared to develop a team spirit as well as acquire skills to
make on-the-spot decisions at points of operations.

Process-oriented change: These changes relate to technological
developments, information processing, automation and use of robotics in the
manufacturing operations. This means replacing or retraining personnel, heavy
capital equipment investment and operational changes. This would affect the
organizational culture and hence changes in the behaviour patterns of members.

People-oriented change: Even though, any organizational change affects
people in some form, it is important that the behaviour and attitudes of the members
be predictable and in accordance with the expectations of the organization and be
consistent with the mission and policies of the enterprise. These changes are directed
towards performance improvement, group cohesion, dedication and loyalty to the
organization as well as developing a sense of self-actualization among the members.
These can be developed by closer interaction with employees and by special
behavioural training and modification sessions.
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Importance of Change

This external environment affects the organizations both directly and indirectly.
The organizations have no control over the variables in such an environment.
Accordingly, the organizations cannot change the environment but must change
themselves to align with the environment.

External forces for change arise from general environment as well as from
task environment. The general environment that affects the organizations indirectly
consists of economic, political, legal, socio-cultural and technological forces and
these forces keep the organizations alert so that they become aware of any changes
in the direction and momentum of these forces. For example, when due to oil
crisis, people started buying small fuel efficient cars from Japan, the American
automobile manufacturers who were accustomed to producing large luxury cars,
spent billions of dollars in the mid 1970s in retooling the new machinery to build
smaller cars. Similarly, changes in laws regarding control of air pollution or dumping
of chemical wastes and economical changes such as inflation rate, disposable
money supply, unemployment rate – all constitute sources of change for the
organizations. Social changes such as changes in the taste of clothing, or introduction
of laptop or notebook computers made many companies large and successful
while at the same time destroying many other companies who were slow or unwilling
to adapt to the change.

Task-related environment has direct influence on the health of the
organizations and it consists of customers, competitors, suppliers, labour,
stockholders and so on. All these factors can induce a change in the organizational
direction. Competitors can influence a change in an organization by the price
structure and product lines. Price wars in airline fares have driven many airlines
out of business. Stockholders can influence organizations because they can take
action against the board of directors if they feel that the board is not acting in their
best interests. Customers have been known to change their loyalty for better quality
product and better service. Accordingly, organizations cannot rest on status quo
and must remain dynamic and be able to change quickly to adjust to changed
environment.

Change Process

Managers who are interested in implementing change are required to be aware of
two important aspects of change: (1) Diagnosis and (2) Implementation

1. Diagnosis: The first, most important stage of any change effort is diagnosis.
Broadly defined, the skills of diagnosis include putting forward correct
questions at correct time, assessing the organizational culture, developing
the strategies for research and gathering information or data, and developing
ways to process and interpret data. In diagnosing change, managers should
attempt to find out: (a) what is actually happening now in a particular situation;
(b) what is likely to happen in the future if no change effort is made; (c)
what would people ideally want in a situation like this; and (d) what are the
blocks, or restraints, stopping movement from the actual to the ideal.
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There are two steps in the diagnostic process. These are discussed below.

(i) Point of view: There are various people whose interests have to be
protected by the organization. It is, therefore, necessary to decide
from whose point of view you are to observe the organization and
from whose point of view the change should be implemented—your
own, your boss, your associates, your followers or an consultant?
Ideally, to assess the complete problem, you need to examine the
condition from the perspective of the person whose life would be
influenced by the change. Their interest is of great importance for an
organization to sustain and grow in the present fast-moving world.

(ii) Identification of problem(s): Any change effort begins with the
identification of problem(s). There exists a problem in a situation when
what actually happens (the real) differs from what, according to you,
should happen (the ideal). What is important is the end result that an
organization can offer to its customers. Is the work group functioning
in a harmonious manner? Is there a conflicting situation in the
organization? If the response is in the negative for the former and
positive in the latter, then there is a problem of behavioural nature and
suitable change efforts may be required sooner than later. Before
implementing any change, a leader will have to observe the battle
indications in the organization. High level of absenteeism, more wastage
in the use of raw materials, irrational behaviour of various employees,
and not meeting various targets are enough indications to show that a
problem exists, that it needs to diagnosed and the kind of change
required to be effected needs to be decided. The discrepancy may be
in the end result variables like low production or insufficient sales by
the marketing department. Alternatively, problems may exist in causal
factors, that is, the independent variables like leadership style, motivation
levels of the employees, or the delegation of authority and
empowerment. Depending upon the situation, suitable change
strategies may have to be employed by the organization.

2. Implementation: It involves using the data collected during diagnosis to
accomplish the targets and plan for the organizational change. Questions
such as the following must be asked: How can change be affected in a
work group or organization, and how will it be received? What is adaptive,
and what is resistant to change within the environment?

Nature and Causes of Change

Change is inevitable. Nothing is permanent, except for change. It is the
management’s duty to see that change is managed properly. Organizations must
keep a watch on the environment and incorporate suitable changes that the situation
may demand. Change is a continuous phenomenon. Organizations must be proactive
in effecting change. Even in the most stable organizations, change is necessary just
to maintain a certain level of stability. The major environmental forces that make
change necessary are technology, market forces and socio-economic factors.
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Resistance to change is counterproductive for growth and destructive by nature; it
is, therefore, undesirable. Managers must, hence, evolve policies to effect change.
According to Barney and Griffin, ‘the primary reason cited for organizational
problems is the failure by managers to properly anticipate or respond to forces for
change’.

The following are the characteristics of change:

 Change refers to any alteration that occurs in the overall work environment
of an organization. It relates to changes in technology, organizational
structure, working processes, work environment, organizational policy
and the roles people play.

 The introduction of change in one part of an organization forces a change
in other parts of the organization. If the change is beneficial, people
accept it willingly. If it is not desirable, there is great resistance. If it is of
no consequence to the people, they may adopt an attitude of indifference.

 If they consider the change detrimental to their growth and prosperity,
they may resist through counter pressure. This reaction is based on their
perception of the change and not necessarily on reality or facts.

There are various factors that must be considered in order to implement
change. Organizations undergo change because of several reasons. Some of the
external causes are as follows:

 Government policies

 Economic changes

 Competition from peers

 Cost of raw materials

 Pressure groups/lobbies

 Information technology

 Scarcity of labour

 Societal pressures

 Legal requirements

Some of the internal causes are as follows:

 Leadership changes

 Decline in profitability

 Change in employee profiles

 Trade unionism

 Low morale

The organizational changes that are commonly seen in the contemporary world
are downsizing/rightsizing, introduction of new technology, mergers and acquisitions.
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Forces that Introduce Change

There are two major forces that introduce changes. These are:

1. External reasons

Technology is a major external force that calls for change. In recent times,
information technology (IT) has had a remarkable impact on the ability of managers
to use information to arrive at a decision. Storage, retrieval of information and its
utilization are important aspects of technology. Where human beings cannot operate,
robots has been introduced to work for and on behalf of human beings. Financial
decisions, operations, product features, new product development, market
potential and marketing strategies are changing at a fast pace and organizations
must carry out appropriate and timely change so as to avoid being left behind in
the race. With liberalization, the market has become one large entity. Organizations
must, therefore, be highly sensitive to changes in the external environment. The
external environment is task-related and general in nature. A task-related
environment has a direct influence on the health of an organization. It consists of
customers, competitors, suppliers, labour and stakeholders. All these factors induce
change in the organization. The general environment consists of political, legal,
economic, socio-cultural and technological forces and change in government policies
or fiscal policies that have a direct impact on the organization. For example, a
change in the needs, expectations and desires of society for housing has changed
the outlook of the financial sector and loans are now easily available to all sections
of society.

2. Internal reasons

Once organizations adapt to external change, the managers have to take appropriate
steps as far as internal systems are concerned—change of process, modification
to human behaviour, training and development of the workforce based on new
technology and adopting new policies that are beneficial to the organization. Owing
to current social changes in which women are taking up jobs in greater numbers,
childcare, more and frequent rest periods and greater flexibility of time may be
necessary. Workers are more educated and are aware of their duties and rights.
This may necessitate change in corporate policies towards wage and salary structure
and implementation, promotion policy and management obligation towards them.
Customers, shareholders, boards of directors and employees may bring about
changes in the internal environment. These, however, have to be in line with the
external factors and not arbitrary. Change, which is deliberately designed and
implemented, is ‘planned change’. This is carried out to counter threats and encash
opportunities. ‘Reactive changes’ are unknown and caused as a response to sudden
surprises like change in price of a particular product. It is, therefore, necessary
that the management is ‘proactive’ in incorporating change with fewer surprises. It
must build on the organization’s strengths and take appropriate preventive actions
on its weaknesses in order to be competitive in the marketplace.

Proactive Vs. Reaction Change

According to Nadler discontinuous change involves a break from the past and a
major reconstruction of the entire organization. Reactive change occurs when an
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organization must respond to environmental changes. Nadler et al., refer to
anticipatory change as occurring when an organization acts in anticipation of
changes that may occur in the future. Whereas incremental and discontinuous
changes refer to the continuity of change, reactive and anticipatory changes address
the timing of it. These four types of change also differ by their driving force, focus,
pacing, and approach to management, and each has different implications for
organizational behaviour. For instance, an organization that experiences both
reactive and incremental change typically expresses an adaptive behaviour, whereas
an organization experiencing discontinuous and anticipatory change may focus on
reorienting itself by fundamentally redefining itself. Unplanned change usually occurs
because of a major, sudden surprise to the organization, which causes its members
to respond in a highly reactive and disorganized fashion. Unplanned change might
occur when the Chief Executive Officer suddenly leaves the organization, significant
public relations problems occur, poor product performance quickly results in loss
of customers, or other disruptive situations arise. Planned change occurs when
leaders in the organization recognize the need for a major change and proactively
organize a plan to accomplish the change. Planned change occurs with successful
implementation of a Strategic Plan, plan for reorganization, or other implementation
of a change of this magnitude. Note that planned change, even though based on a
proactive and well done plan, often does not occur in a highly organized fashion.
Instead, planned change tends to occur in more of a chaotic and disruptive fashion
than expected by participants.

Stability Vs. Change

In every organization, there are found two types of forces: forces of stability
and forces of change. In depends on the management to find a balance between
the two or give more priority to one and less to another.

Three factors make up the forces of stability in an organization: consistency,
maintaining the status quo and predictability. The strategic vision and process are
very clearly prescribed and followed within a set structure in such organizations.
Some examples of forces of stability are: Mature company hierarchy, Job security,
Logical order and flow, Continuity in task or project management, Predictability
in role’s responsibilities, Confidence in taking risks to find solutions, Formalization
of policies and procedures and Consistency and standardization in work.

The factors which define the forces of change in an organization are flexibility
and adaptability. These types of organization are more insistent on innovating,
setting themselves apart and improving at every stage. Some examples of forces
of change in an organization are exploring opportunities for growth and
development, adapting to customer feedback, analysing and facing competitive
pressure, seeking out creative solutions to problems or challenges, innovating to
improve employees or the organization and expanding into new areas internally or
externally.

It becomes the duty of the manager to balance the two forces in the
organization as per the broad organizational objectives and vision.
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5.2.1 Managing Change

Organizations must plan to implement change in a systematic manner. They must
identify the field in which the change is required and ascertain whether it is strategic,
structural, process-oriented or cultural. Changes can also be affected in all the
areas concurrently, but it must be managed appropriately so that there is no
bottleneck effect. Once the need for change is identified as also the area in which
it is to be implemented, the following steps are suggested:

Step 1—Develop new goals and objectives

Objectives and goals that are derived out of mission statements may need revision
due to changes in external or internal forces.

Step 2—Elect an agent for change

It is the responsibility of the management to entrust execution of change to the
appropriate authority. A manager may be given this responsibility. A change agent
can also be employed from outside for the purpose. A specialist or a consultant
can be brought in to suggest change and monitor implementation.

Step 3—Diagnose the problem

Diagnosis is the first step implementing change. If an organization has a large
employee turnover, then the data must be collected and made available to the
consultant so that the reasons for turnover can be identified and appropriate
corrective measures can be selected. The process of identifying a problem is not
as simple as it appears. This itself may need research.

Step 4—Select a methodology

It is easy, in corporate terms, to implement material change as a part of change in
the system. What is important is to protect the emotions of the employees which
must be considered during the selection of methods, so that it is easier to implement
at a later stage.

Step 5—Develop a plan

If the organization wants to reduce employee turnover, it may carry out a
comparative study of other organizations with respect to job content, reward system,
employee performance appraisal system, promotion criteria, training and
development and the strategy adopted by the organization for its growth. Based
on the examination of these factors, the consultant in charge of this would be able
to develop a plan for change. It may require introducing a new training and
development policy that can reduce employee turnover. While developing a plan,
various other factors must also be reviewed. Plans should not be finalized in
isolation. All department heads must be co-opted in the exercise.

Step 6—Draw a strategy for implementation

Care must be taken to consider the timing of any change that is to be implemented.
A deliberate decision must be taken in this regard. For example, in the case of a
hike in the price of a product, the decision to implement change is critical. If the
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change is related to internal employees, it must be communicated at an appropriate
time so that there is no resistance to planned change.

Step 7—Implement the plan

Once the decision to implement the plan and the mode by which the plan is to be
implemented is decided, it is the responsibility of the various departments to
implement the same. This may need notification, briefing sessions or inhouse seminars
so as to ensure the acceptance of all members of the organizations, especially
those who are likely to get affected. Implementation may be for a short duration
as a one-time change of system or process but its aftermath is of great value.
Employee reactions in terms of attitudes, aspirations, emotions and behaviour
must be channellized in positive directions with change.

Step 8—Evaluate and give feedback

The result of the change must be evaluated and suitable feedback given. If
modification to training and development causes a decrease in employee turnover,
the objective of the change would be deemed to have been achieved. If the results
are contrary to expectation, then a new change may be required to diagnose the
cause.

5.2.2 Resistance to Change

Although organizations initiate changes in order to adjust to the changes in their
environments but people sometimes resist them. Therefore, managers need to
recognize the manifestations of resistance both in themselves and in others, if they
want to be more effective in supporting change.

The sources of resistance to change within organizations are classified into
organizational sources of resistance and individual sources of resistance.

Organizational Sources of Resistance

According to Daniel Kantz and Robert L Khan, organizational sources of resistance
can be divided into following six general groups.

1. Over determination or structural inertia refers to the tendency of an
organization’s rules, policies and structure to maintain the existing conditions
and therefore resist change even when change would benefit the organization
more than stability.

2. When an organization tries to change one of its division or part of the division
without recognizing the interdependence of the division with other divisions
of the organization, then it is said to have a narrow focus of change. Often
a part of division cannot be changed without changing the whole division.

3. Group inertia may weaken an individual’s attempt to bring about change.

4. Resistance may also take the form of threatened expertise if the change
tends to weaken special expertise built after years of experience.
Organizational restructuring that involves reducing the number of job
categories often meets this kind of resistance.
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5. Any change that may alter the power relationships within an organization
may meet the form of resistance known as ‘threatened power’.

6. Resistance may occur when a change threatens quantum of resource
allocation from one part of the organization to another.

Individual Sources of Resistance

According to researchers, individuals have the following reasons for resisting change:

 Simple habits create a lot of resistance. Most people prefer to do their
work the way they did it last week rather than learn a new approach.

 Perhaps the biggest cause of employee resistance to change is uncertainty.
In the face of impending change, employees are likely to become anxious
and nervous. They worry about their ability to meet new job demands
therefore, leading to feeling of job insecurity.

 Some people resist change to avoid feeling of loss. For example, many
organizations change interventions and alter work arrangements, thus
disrupting existing social networks. Social relationships are important to
most people, so they resist any change that might adversely affect those
relationships. Change may also threaten people’s feelings of familiarity and
self-confidence.

 People may resist change because their perceptions of underlying
circumstances differ from the perceptions of those who are promoting the
change.

Overcoming Resistance to Change

Managers need not abandon planned change in the face of resistance. Before
recommending specific approaches to overcome resistance, there are three key
conclusions that should be kept in mind. First, an organization must be ready for
change. Second, the top management should inform the employees about the
process of change. Third, the employees’ perceptions or interpretations of a change
should be considered.

The following methods of overcoming resistance to change are as follows:

 Participation: Participation is generally considered the most effective
technique for overcoming resistance to change. Employees who take
part in planning and implementing change are better able to understand
the reasons for the change than those who are not involved. They become
committed to the change and make it work. Employees who have the
opportunity to express their own ideas and to understand the perspectives
of others are likely to accept change gracefully. It is a time consuming
process.

 Education and communication: Educating employees about the need
for and the expected results of an impending change help reduce their
resistance. Managers should maintain an open channel of communication
while planning and implementing change. However, it is also a time
consuming process.



Organizational Change
and Culture

NOTES

Self - Learning
244 Material

 Facilitation of change: Knowing ahead of time that employees are
likely to resist change then the manager should do as much as possible
to help them cope with uncertainty and feeling of loss. Introducing change
gradually, making only necessary changes, announcing changes in
advance and allowing time for people to adjust to new ways of doing
things can help reduce resistance.

 Force-field analysis: In almost any situation where a change is being
planned, there are forces acting for and against the change. In force-
field analysis, the managers list each set of forces and then try to remove
or minimize some of the forces acting against the change.

 Negotiation: Where someone or some group will clearly lose out in a
change and where that group has considerable power to resist, there
negotiation is required. Sometimes it is a relatively easy way to avoid
major resistance.

 Manipulation and cooperation: This is followed when other tactics
will not work or are too expensive. It can be quick and inexpensive.
However, it can lead to further problems if people feel manipulated.

 Explicit and implicit coercion: This is adopted where speed is essential
and where the change initiators possess considerable power. It is speedy
and can overcome resistance.

Each of the above methods has its advantages and disadvantages. There is
no universal strategy for overcoming resistance to change. Hence, an organization
that plans to introduce certain changes must be prepared to face resistance from
its employees. An organization should also have a planned approach to overcome
such resistances.

Check Your Progress

1. Define strategic change.

2. List two characteristics of change.

3. What is the most effective technique for overcoming resistance to change?

5.3 APPROACHES TO MANAGING
ORGANIZATIONAL CHANGE

A change programme focused on bringing changes at the organization level poses
a great challenge before the individuals as it often means not doing things piecemeal.
To be successful, change usually must be organization wide (Armenakis et al.
1999). The system model shown in Figure 5.1 provides a useful framework for
analysing organizational change.
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Fig. 5.1 A System Model of Change

The system model of change describes the organization as six interacting
variables that could serve as the focus of planned change: people, culture, task,
technology, design, and strategy. The people variable applies to individuals working
for the organization, including their individual differences—personalities, attitudes,
perceptions, attributions, needs, and motives. The culture variable reflects the
shared beliefs, values, expectations, and norms of organizational members. The
task variable involves the nature of work itself—whether jobs are simple or
complex, novel or repetitive, standardized, or unique. The technology variable
encompasses the problem solving methods and techniques used, and the application
of knowledge to various organizational processes. It includes such things as the
use of information technology, robots, and other automation, manufacturing process
tools, and techniques. The design variable is the formal organizational structure
and its system of communication, control, authority, and responsibility. Finally, the
strategy variable comprises of the organization’s planning process and includes
decisions about how the organization chooses to compete. It typically consists of
activities undertaken to identify organizational goals and prepare specific plans to
acquire, allocate, and use resources in order to accomplish those.

As Figure 5.1 indicates, these six variables are interdependent. A change in
any one usually results in a change in one or more of the other variables. For
example, a change in the organization’s strategic plan might dictate a change in
organizational design to an adaptive or network form. This change, in turn, could
result in the reassignment of people. At the same time, the redesign may also lead
to a change in the technology used by the organization, which affects the attitudes
and behaviours of the employees involved and so on. All these changes would
occur within a particular organizational culture, which might either support or resist
them. Moreover, the change itself may either modify or reinforce the prevailing
culture. An advantage of the systems approach to organizational change is that it
helps employees and managers understand and think through such interrelationship.
The systems approach reminds management that it cannot change part of the
organization, without, in some sense changing the whole.
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Lewin’s Force Field Analysis Model

It has been earlier discussed that the environment forces push companies to change
the way they operate which is relatively easy to visualize. What is more difficult to
see is the complex interplay of these forces against other organizational dynamics.
Psychologist Kurt Lewin developed the Force Field Analysis model to help us
understand how the change process works. Although developed over 50 years
ago, Lewin’s Force Field Analysis model is still the prominent way of viewing this
process.

One side of the model represents the driving forces that push organizations
towards a new state of affairs. There are several driving forces in the environment
such as information technology, global and local competition, and demographics.
Along with these external forces are driving forces that seem to originate from
within the organization, such as competition across divisions of the company and
the leaders need to impose his/her image on the organization.

The other side of the model represents the restraining forces that maintain
the status quo. These restraining forces are commonly called ‘resistance to change’
because they appear as employee behaviour that block the change process.
Stability occurs when the driving and restraining forces are roughly in equilibrium;
that is, they are of approximately equal strength in opposite directions.

Kurt Lewin suggests that efforts to bring about planned change in
organizations need to approach change as a multi-stage process (Lewin 1951).
His model of planned change is made up of three steps—unfreezing, change, and
refreezing—as shown in Figure 5.2.

Fig. 5.2 Lewin’s Process of Organizational Change

Unfreezing is the process by which people become aware of the need for
change. If people are satisfied with current practices and procedures, they may
have little or no interest in making employees understand the importance of a
change and how their jobs will be affected by it. The employees who will be most
affected by the change must be made aware of why it is needed, which in effect
makes them dissatisfied enough with current operations to be motivated to change.

Change itself is the movement from the old way of doing things to a new
way. Change may entail installing new equipment, restructuring the organization,
implementing a new performance appraisal system—anything that alters existing
relationships or activities.

Refreezing makes new behaviour relatively permanent and resistant to
further change. Examples of refreezing techniques include repeating newly learned
skills in a training session and role-playing to teach how the new skill can be used
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in a real-life work situation. Refreezing is necessary because without it, the old
ways of doing things might soon reassert themselves while the new ways are
forgotten. For example, many employees who attend special training sessions apply
themselves diligently and resolve to change things in their organization. But when
they return to the workplace, they find it easier to conform to the old ways than to
make waves. There are usually few, if any, rewards for trying to change the
organizational status quo. In fact, the personal sanctions against doing so may be
difficult to tolerate.

Kotter’s Eight-step Change Management Model

One of the best known change management models is John Kotter’s eight-step
model (Kotter 1995). It was first published in 1995 as an article in the Harvard
Business Review. Subsequently, it was expanded in the form of a book titled
Leading Change. The eight steps proposed by Kotter are presented below.
According to him, to successfully implement a change in an organization all the
eight steps have to be followed in sequence. Skipping any one stage may cause an
illusion of speed but does not result in the effectiveness or improvement in the
organizations. The eight steps are:

Create a sense of urgency

This stage calls for studying the market trends and analysing the requirement for
implementing the change in the organization. It also emphasizes the importance of
identifying the problems and highlighting the opportunities available for change to
be implemented. The next task in establishing urgency is to make people/employees
aware of the importance of this change to meet these challenges.

Establishing a powerful group to guide the change

This involves identifying right kinds of people and trying to bring them together so
that they can help steer this change programme. Also, enough power needs to be
given to this group so that they can pursue the change effort.

Develop a vision

This stage entails developing a vision to bring about the change in the organization.
Kotter proposes that this vision should be highly focused and stated in very simple
terms so that everyone involved in the process accepts and understands it.

Communicate the vision

The vision created has to be communicated to all employees in the organization so
that everyone is aware of it. Multiple channels such as brochures, word of mouth,
meetings, and action should be used to communicate the vision.

Empower staff

For a vision to be converted into reality, it is important that hurdles in its direction
need to be removed. Management is, therefore, expected to provide enough
resources and autonomy to its employees to help them achieve this vision. Risk
taking in organization also needs to be encouraged so that employees are able to
bring in value to the organization.
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Ensure there are short-term wins

As people do not have the patience to wait for a longer duration to see the benefits
of change, it is essential to bring in short-term wins in between as it helps to retain
the motivation levels of employees. These wins also help support the need for
change.

Consolidate gains

To let the process of change continue smoothly, management should continuously
focus on removing organizational policies and processes that inhibit change and
reward those who are engaged positively with the change. Attempts should be
made to establish new, related change projects.

Institutionalize the change in the culture of the organization

Any change programme which has been carried out in the organization should get
embedded in the culture of the organization and it should be linked to organizational
performance and leadership. By this, it becomes a permanent component of the
organization.

Check Your Progress

4. Who developed the Force Field Analysis Model?

5. What do you mean by Unfreezing?

5.4 ORGANIZATIONAL DEVELOPMENT:
VALUES AND INTERVENTIONS

Organization development (OD) is an intervention strategy in which group
processes are used to focus on the entire culture of development of an organization,
so that a planned change would be brought about. It makes use of laboratory
training approaches, such as role-playing, management games and sensitivity training.
It is important from the perspectives of society, customers and the workers
themselves because overall costs are reduced that may result in reduction of wastage
of human effort. In addition, the quality of the product improves and a more effective
organizational climate is developed. Wendell L. French and Cecil H. Bell Jr., traced
the development of OD to the pioneering effort of the National Training Laboratories
and Esso Standard Oil Company, who began working on the problem of building
better organizations and eventually OD evolved from their effort. There were two
main reasons that made OD necessary; they are:

 The reward structure on the job did not adequately reinforce conventional
training, so it often failed to carry over to the job.

 The second cause was the fast pace of change itself, which required
organizations to be extremely effective in order to survive and prosper.

OD attempts to develop the whole organization so that it can respond to change
more uniformly and capably. OD has its own shortcomings; Beckhard described
the dilemma of integrating organizational needs with individual needs.
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Meaning of Organization Development (OD)

Organization development is a strategy for organizational improvement. The term
‘Organization development’ (OD) may be defined as a technique for changing the
entire organization.

In the late 1950s and early 1960s, OD emerged out of insights from group
dynamics and from the theory and practice of planned changes. Organization
development deals in the way people and organizations function and the way to
make them work better. OD programmes are long term, planned, sustained efforts.
They are based on the knowledge of behavioural science disciplines such as
psychology, social psychology, sociology, anthropology, systems theory,
organizational behaviour, organization theory and management. The two major
goals of OD programmes are:

(i) To better the working of individuals, teams and the entire organization

(ii) To teach organization members how to continuously improve their
own functioning

It is a modern approach to the management of change and the development
of human resources. It is an organization-wide planned change for improvement,
through the use of behavioural science techniques. A healthier decision-making
climate is promoted by organizational programmes that leads to improved
organizational performance.

Objectives and Role of OD Programmes

The objectives of OD, as given by Wendell French, are as follows:

 To build and enhance inter-personal trust, communication, cooperation and
support among all individuals and groups throughout an organization

 To encourage an analytical problem-solving approach with a team spirit

 To enhance the sense of belonging of individuals to an organization so that
individual and organizational goals are synchronized

 To extend the process of decision-making to the lowest operational level

 To increase personal responsibility for planning and implementation

Features and Basic Assumptions of OD

The assumptions underlying OD programmes are

1. Assumptions of dealing with individuals: The two basic assumptions
about individuals in organizations are:

(a) Most individuals have drives towards personal growth and
development. They want to develop their potential and ought therefore
to be provided with an environment that is both supportive and
challenging. In other words, an individual often wants to grow and
develop as a person; this is stimulated and promoted by a supportive
and challenging work environment.

(b) Most people desire to make and are capable of making, a greater
contribution to attaining organization goals than most organizational
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environments permit. The implication of this assumption is that people
have expertise. Organizations must remove obstacles and barriers and
reward success.

2. Assumptions of dealing with groups: These assumptions relate to the
importance of work teams:

(a) The most psychologically relevant reference group for most people is
the work group. The work group greatly influences feelings of
satisfaction and competence. Therefore, individual goals should be
integrated into the group’s goals.

(b) Most people interact cooperatively with at least one small reference
group.

(c) Work groups are the best way to satisfy social and emotional needs
at work. Consequently, work groups that are supportive, open and
trusting will promote personal growth of an individual.

(d) Often, individuals repress their feelings about work or colleagues,
because they do not want to disbalance their work environment.
However, this has an opposite effect as repressed feelings greatly affect
a person’s problem-solving skills, personal growth, and overall
satisfaction with work. Attitudinal and motivational problems in
organizations require interactive and transactional solutions. Such
problems have the greatest chance of a constructive solution if all
parties in the system alter their mutual relationship. Cooperation is
always more effective than conflicts.

3. Assumptions for designing organizations: These assumptions relate to
the importance of designing organizations. The following points may be
considered:

(a) Traditional hierarchical forms of organizations are obsolete. Therefore,
experimenting with new organization structures and new forms of
authority is imperative (very important/essential); creating cooperative
rather than competitive organizational dynamics is a primary task of
an organization.

(b) An optimistic, developmental set of assumptions about people is likely
to reap rewards beneficial to both, an organization and its members.
Co-operation is always more beneficial.

(c) Money or capital is not the most important resource of any organization,
but its employees. Employees’ work affects productivity and so they
must be treated carefully. An organization can achieve higher
productivity only when the individual goals are integrated with
organizational goals.

Nature and Scope

The main purpose of OD, according to Burton, is ‘to bring about a system of
organizational renewal that can effectively cope with environmental changes. In
doing so, OD strives to maximize organizational effectiveness as well as individual



NOTES

Organizational Change
and Culture

Self - Learning
Material 251

work satisfaction.’ Organizational development is the most comprehensive strategy
for intervention. It involves all the activities and levels of management in ongoing
problems that respond to external and internal sources.

Problems and Challenges of OD

Workforce mobility and diversity are creating new employee needs along with
new expectations about the work culture, and these needs, too, have to be
systematically understood and responded to. HR leaders would be enjoined upon
to become effective strategic partners in the creation of world class learning culture.

Indian organizations are no exception to these compulsions. Today, they
face numerous challenges and complexities, operating, as they do, in a highly volatile
political and economic environment. The current environment demands more
systems-driven change without undermining the emphasis on people and
relationship-oriented changes. Indian economy is increasingly getting integrated
with the global economies both structurally and psychologically. Silicon valley of
US led to Silicon valley pockets in Bangalore and Hyderabad. The styles of living
and the ways of interactions in several organizations are driven by what was
happening in the west from day one.

Most Indian organizations have been more oriented towards their people
and relationships rather than being driven by the systems. However, with the
upcoming global competition, it is extremely important that Indian organizations
should also stand up to face this competition in a highly competitive manner. The
change has to be in a direction where the organizations need to move away from
borrowed technologies to their own technological development and concentrated
efforts on research and development. Additionally, there is a need to also drift
away from relationship and people, driven organizations to more competent, skilled
and professional employees who are rather system driven.

Thus, there is an emergent need for organizational development in most
Indian organizations.

Process of Organizational Development

The different types of OD activities may be classified as follows:

1. OD for an individual

2. OD for two or three people

3. OD for teams or groups

4. OD for inter-group relations

5. OD for the entire organization

Let us discuss these types of OD activities in detail.

1. OD for an Individual

Sensitivity training: Sensitivity training was an early and quite a known OD
technique. The purpose of sensitivity training sessions or T-groups (T for training)
is to change the behaviour of people through unstructured group interactions.
Generally, in ‘T’ groups, a trained leader guides about ten participants. The aim is
to make the participants more sensitive to interpersonal relationships and to increase
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their skill in handling the same. Participants are congregated in a free, open
environment that is away from the workplace. Here, participants are encouraged
to engage freely in discussions, the discussions being aided by the leader, or
facilitator. No formal agenda is prepared for the discussions. The role of the
facilitator is to create opportunities so that participants could express their ideas,
beliefs and attitudes towards a wide variety of issues.

It is the objective of sensitivity training to make the participants more aware
of their own behaviour, as well as to make them more sensitive to the behaviour of
other people.

Nowadays, fewer organizations have their employees undergo sensitivity
training. In those organizations that still use this technique, participants are screened
to ensure that they are able to endure the anxiety levels that a T group causes.
There are also precautions taken to guarantee that employees participate voluntarily,
and not because of organizational demands, or peer pressure.

2. OD for Two or Three People

Transactional analysis (TA): When two or more than two individuals interact
with one another, it results in a social transaction. TA was pioneered by Eric
Berne, but popularized by Thomas Harris in the 1960s. Transactional analysis
trains people to become aware of the context of their communications. Often,
people talk expecting others to understand them, but because messages are said
and heard in different contexts, meanings might get obscured. TA gives confidence
to people to be more honest and open in their communication.

Transactional analysis aims to educate people about communication ways
(transactions or messages) among people. By doing this, it expects that people
will send clear and unambiguous messages. At the same time, TA tries to lessen
bad communication habits and bring more clarity in the same.

TA has found its acceptance everywhere because of several advantages
associated with it.

Eric Berne uses simple day-to-day language to explain the dynamics of
personality and its application for human development. His theory has the following
components:

 Structural analysis: A personality, according to Berne, may exist in
three ego states. Berne defines an ego state to be ‘a consistent pattern of
feeling and experience directly related to a corresponding consistent
pattern of behaviour’. These ego states are:

(i) The parent ego state: This ego state is constituted by feelings,
attitudes and behaviour which resemble a parent. A personality
in the parent ego-state is authoritative, dogmatic, overprotective,
controlling, nurturing, critical, and righteous.

(ii) The adult ego state: This state is constituted by a set of feelings,
attitudes and behaviour patterns that are in tune with the immediate
reality. The adult ego stage is the ‘thinking’ ego state. Personalities
that are in this state will be characterized by fairness and
objectivity in their dealings with others.
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(iii) The child ego state: This state is similarly constituted of a set
of feelings, attitudes and behaviour patterns that resemble the
feelings, attitudes and behaviour of a child. The child ego state
represents the childish, dependent and immature part of a
person’s personality.

A transaction is the act of communication or interaction between two
people. A transaction starts with a stimulus and ends with a response to
the stimulus. Since each individual involved in the transaction has three
ego states; the transactions are between the various ego states.

Depending on the kinds of ego states involved, the interaction can be
complimentary, crossed or ulterior.

(i) Complimentary transactions: These occur when the message
sent or the behaviour exhibited by one person’s ego state receives
the appropriate or expected response from the other person’s
ego state. Since, these transactions meet the needs and
expectations of the initiators, communications flow freely,
interactions will continue as inter-personal relations will improve.
There is, therefore, no scope for conflict in complimentary
transactions. Examples of complimentary transactions are parent–
parent, adult–adult, parent–adult and child–child transactions.

(ii) Crossed transactions: Crossed transactions these are the
sources of much interpersonal conflicts in organization. The result
can be hurt feelings and frustrations on the part of the parties
involved and possible dysfunctional consequences for the
organization.

(iii) Ulterior transactions: A message sent may have two targets
(ego states). There may be an overt message (open and
expressed), but it may also contain a covert message (a hidden
one). Transactions with such messages are called ulterior
transactions. Ulterior transactions cause much damage to
interpersonal relations.

 Life-position analysis: Life position comprises certain deeply ingrained
convictions about the worth of the self and others. A person’s conviction
about himself/herself may either be ‘I am OK’ or ‘I am not OK’. Similarly,
he/she may look at others and think, ‘You are OK’ or ‘You are not OK’.
Combining these, we have four life positions:

o ‘I am OK, you are OK’. This is the healthy position.

o ‘I am OK, you are not OK’. This is the paranoid position.

o ‘I am not OK, you’ are OK’. This is the depressive position.

o ‘I am not OK, you are not OK’. This is the futility position.

Of the four life positions, the ideal one is I am OK, you are OK. It shows
healthy acceptance of self and others. This life position can be learnt.
The other life positions are less psychologically mature and less effective.
They have the potential for interpersonal conflicts.
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 Games analysis: A game is ‘a series of ulterior transactions with a
gimmick, leading to a well-defined pay-off’. Berne, in his book Games
People Play describes more than thirty games people habitually play.

 Script analysis: Script analysis is detailing of specific life dramas
that people compulsively play out. It is a sophisticated and complex
part of TA. The four most popular elements in the script apparatus
are:

(i) Pay-off or curse: This is the way the parents tell the child to
end its life. According to Berne, the script pay-off will not take
effect unless it is accepted by the child.

(ii) Stoppers: Stoppers are injunctions or unfair negative comment
from the parent.

(iii) Counter script: Counter script messages are in the forms of
slogans; proverbs for example, work hard. These counter scripts
determine a person’s style.

(iv) Programme: Programme is what the parent teaches a child to
do in order to live out the script.

3. OD for Teams and Groups

Process consultation: A consultant works with organization members in helping
them understand the nature of their working relations in a group or team situation.
The aim is to help group members work more efficiently together and this is achieved
by developing the diagnostic and problem-solving skills of organization members.

 Teams: Teams are also known by other terms such as empowered teams,
self-directed teams and self-management teams. Katzenbach and Smith
have defined a team as ‘a small number of people with complementary
skills who are committed to a common purpose, common performance
goals, and an approach for which they held themselves mutually
accountable’. The most common types of teams are work teams, problem-
solving teams, management teams and virtual teams.

 Work teams: Work teams are primarily concerned with the work done by
the organization. Their principle focus is on using the organization’s resources
effectively.

 Problem-solving teams: Temporary teams that are established to attack
specific problems in the work place are problems-solving teams. These
teams generally offer recommendations for others to implement. In problem
solving teams, members share ideas or offer suggestions on how work
processes and methods can be improved.

 Management teams: The primary job of management teams is to coach
and counsel other teams to be self-managing by making decisions within the
teams. These teams consist of mangers from various areas who coordinate
work teams.

 Virtual teams: Teams that are comprised of people who do not physically
meet to carry out work, and who coordinate their activities by computer or
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through teleconferencing or other electronic systems, are virtual teams. In
general, computer technology is used by virtual teams to make members
work towards a common goal. This is particularly useful when members
live in different cities, or are otherwise distantly located.

 Groups: A group that interacts so that it can share information and take
decisions to help one another in doing work within ones area of responsibility.
The work group is an even stronger source of satisfaction when members
have similar attitudes and values. The work group provides group members
with opportunities for interaction with each other.

 Team Building: Team building utilizes high-interaction group activities so
that it can increase openness and trust amongst team members. Team building
is a process of diagnosing and improving the effectiveness of a work group
with particular attention to work procedures and inter-personal relationships
within it.

The diagnostic skills may involve analyses of group activities of resources,
or of the relationships between team members. One of the aims of this method is
to develop a sense of unity in the members of newly formed committee or group.

The method of team building is generally applied on two types of groups:

(a) A pre-existing or permanent team that comprises a manager and
employees. This is often called a family group,

(b) A group that has been newly formed, either with the purpose of solving
a specific problem, or that has been created as a result of structural
changes in the organization. Such groups are called special groups.

Team building activities aim to diagnose the problems that retard team
performance, look to improve the quality and rate of task accomplishments,
strengthen relationships between team members and promote other positive
processes (like communication, or task assignment) that are active in the team.

4. OD for Inter-group Relations

These are organizational development processes that seek to change negative
attitudes, conventional stereotypes and perceptions that groups may have of other
groups. Negative attitudes, stereotypes and perceptions have a detrimental impact
on the coordinative efforts of different groups. One of the best ways of resolving
this is to have the leaders or managers of each group meet to assess the health of
an organization and set up plans of action for improving it. To this end, the
confrontation meeting may be employed. A confrontation meeting is a one-day
meeting involving all the managers of an organization. In this meeting they discuss
problems, discover their causes and propose remedial actions. Typically, such a
meeting is called after a major organizational change, such as a merger or the
introduction of a new technology.

Although there are several approaches to improving inter-group relations,
the most sought after method is problem solving. Each group is required to meet
independently to list what its members think of the group, what its perceptions are
of other groups, and what it believes how other groups perceive it. Thus, differences
are related. Then, the groups collectively hunt for the reasons of difference. Further,
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subgroups that comprise members from conflicting groups are created to formulate
deeper diagnoses and propose alternative actions that will improve relations between
groups.

5. OD for the Total Organization

OD attempts to develop the whole organization so that it can respond to change
effectively. Change is so abundant in modern society that organizations need all
their parts working together in order to solve problems. OD is a comprehensive
programme that is intended to ensure that all parts of the organization are well
coordinated.

The survey feedback technique involves conducting attitude and other
surveys, and systematically publishing the results to organization members. Then,
members can determine what actions need to be taken to resolve any problem, or
to exploit any opportunity that is uncovered by the survey. Thus, the survey
feedback technique improves the operation of the entire organization. Any member
of the organization may participate in a survey feedback. The data from the survey
feedback is collected through a questionnaire and tabulated.

Organizational Development Interventions and Process

An organizational development intervention is a set of structured activities in which
selected organizational units engage in. These activities involve a task or a sequence
of tasks that stimulate organizational improvement and promote individual
development.

As a general statement, OD activities focus on techniques or programmes
to better people, as well as the nature and quality of interpersonal work relationships.

The common link in such techniques is that each tries to bring about changes
in the employees of an organization. Some of the OD interventions are explained
below:

1. Sensitivity training: This is also known as laboratory training, encounter
groups and T-groups. This training is a method of bettering behaviour by
promoting group interactions in an unstructured way. If an individual is
unaware of how others perceive them, then they are not likely to blend in
well with the group. The T-group can help the individual have a more
realistic understanding of their self and thus strengthen group cohesiveness
and reduce interpersonal conflicts that make the whole group
dysfunctional.

2. Survey feedback: A survey feedback is a series of questionnaires. These
questionnaires are employed to identify problems in the perceptions or
feelings of members and attempts to resolve them.

3. Process consultation: In process consultation, a consultant is hired to
assist a manager or other member of an organization to perceive,
understand and act upon any event. It is the consultant’s task to give the
manager an insight into the happenings of an organization. The consultant
then goes to identify the processes that need improvement.

4. Team-building: Team-building processes involve high-interaction group
activities. These activities increase trust and develop openness, reducing
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hostility, among the members of a team. Team-building processes may
be applied on a single group for the members of that group, or on several
groups whose activities are interdependent to facilitate inter-group work.

5. Inter-group development: Just like inter-group relations, inter-group
development tries to change the attitudes, conventional stereotypes and
perceptions that groups have of each other.

Phases of Organizational Development Intervention

Warner Burke described the following phases of an OD programme:

1. Entry: Entry represents the initial contact between consultant and client. It
also examines the reasons that led to the selection of the consultant. It further
determines the problem of the client that the consultant is hired to resolve,
the opportunities that the organization is within to cash is on, and the smooth
working relationship that should prevail.

2. Contracting: This refers to establishing mutual expectations; reaching
agreements on expenditure of time, money, resources, and energy; and
generally clarifying mutual expectations.

3. Diagnosis: This involves the identification of the slot where the problem
arises by way of carrying out data collection and interpreting the same. It
may be related to the department, the system, processes, the culture
modification or the organizational is returned.

4. Feedback: In this phase, the analyzed information is returned to the client
system and solution to the problem and its application explored. Thrust
between the client and the specialist information is nutured and extent the
problem resolved and opportunities realized is ascertained.

5. Planning change: In this phase, the client decides what actions are to be
taken; what alternatives are available and a critical analysis of the possibilities
is conducted. The action plan is devised/selected from among the available
and implemented.

6. Intervention: The action plan that is finally selected is implemented at this
stage.

7. Evaluation: Assessing the results of the OD programme its success, changes
in the organization structure, processes, systems, job design, and the total
difference made to the organization are assessed. The overall OD programme
is evaluated.

Organizational Effectiveness

Since successful OD efforts must have made meaningful changes in the performance
and efficiency of the people and the organization, we need to have an evaluation
procedure to verify this success; identify needs for new or continuing OD activities,
and improve the OD process itself to help make future interventions more successful.

Learning Organizations

Major work has been done on learning organizations by Frederick W. Taylor
through the introduction of scientific management. However, the origins of today’s
use of term learning organizations is usually attributed to the seminal work of Chris
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Argyrris and his colleagues, who made the distinction between first-order or ‘single-
loop’ and second-order or ‘double-loop’ learning.

1. Single-loop learning involves improving the organization’s capacity to
achieve the known objectives. It is associated with routine and behavioural
learning. Under single-loop learning, the organization learns without significant
change in basic assumptions.

2. Double-loop learning re-evaluates the nature of the organization’s
objectives and the values and beliefs surrounding them. This type of learning
involves a change in the organization’s culture. Importantly, double-loop
learning consists of a drastic change resulting in a change in the basic
assumptions of the organization, cultural or structural, for which the
organization has to conduct adoptive learning. The system faces several
difficulties. More importantly generative learning is needed. Generative
learning involves creativity and innovations. The generative process leads
to the total reframing of an organization’s experiences and learning from
that process. Senge propagated generative learning

This tension stems from the gap between the organization’s vision and reality and
suggests that learning organizations continually question and challenge the status
quo. Systems thinking refers to the ability of learning organization to recognize the
shared vision of employees throughout the organization and be open to new ideas
and the external environment. Another major characteristics is the organizational
culture. It must place a high value to learning and the setting up of a mechanism for
suggestions, teams, empowerment and empathy. The factor of empathy reflects
the genuine concern for and interest in an employee, suggestions and innovations,
which can be backed by the reward system. All these factors contribute to a truly
learning organization.

Check Your Progress

6. What is the main purpose of organizational development?

7. What is the other name of sensitivity training?

5.5 TRANSITION AND CHANGE
MANAGEMENT

Transition management is the process of systematically planning, organizing, and
implementing change from the disassembly of the current state to the realization of
a fully functional future state within an organization (Ackerman 1982). Once change
begins, the organization is neither in the old state nor in the new state. Yet, business
must go on. Transition management ensures that business continues while change
occurs. The members of the regular management team must take on transition
management and coordinate organizational activities with the change agent. An
interim management structure or interim position may be created to ensure continuity
and control of the business during the transition. Communication about the changes
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to all involved, from employees to customers and suppliers, plays a key role in
transition management (Tichy and Ulrich 1984).

Beckhard (1992) suggests 10 organizational prerequisites, which must exist
before transformational change can be achieved in an organization. These are
summarized in Table 5.1.

If the concept of change can be examined from internal, external, or proactive
set of viewpoints, then the response of managers has to be equally as widespread.
Buchanan and McCalman (1989) suggest that this requires a framework of
‘perpetual transition management’. Following from Lawler’s (1986) concept of
the lack of a visionary end state, what appears to be required is the ability within
managers to deal with constant change. This transition management model, although
specifically related to large-scale organizational change, has some interesting insights
into what triggers change in organizations and how they respond. It suggests that
four interlocking management processes must take place both to implement and
sustain major organizational changes. These processes operate at different levels,
and may involve different actors in the organizational hierarchy. The four layers (as
shown in Figure 5.3) are:

 Trigger layer: Concerning the identification of needs and openings for
major change deliberately formulated in the form of opportunities rather
than threats or crises.

 Vision layer: Establishing the future development of the organization
by articulating a vision and communicating this effectively in terms of
where the organization is heading.

 Conversion layer: Setting out to mobilize support in the organization
for the new vision as the most appropriate method for dealing with the
triggers of change.

 Maintenance and renewal layer: Identifying ways in which changes
are sustained and enhanced through alterations in the attitude, values,
and behaviours, and regression back to tradition is avoided.

Table 5.1 Beckhard’s Prerequisites for Transformational Change
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Fig. 5.3 Model of Perceptual Transition Management

Source: Adapted from Buchanan, O. A. and J. McCalman (1989). High Performance Work
System: The Digital Experience. London: Routledge.

Transition management suggests that organizations have to plan for, divert
resources to, and implement four sets of interlocking processes. These are designed
to implement, to sustain, and to build on change and its achievements in an attempt
to address the issues associated with change over time. The argument here is that
these layers—trigger, vision, conversion and maintenance, and renewal—are
necessary processes that occur in change management. The respective emphasis
and priority attached to each of them will alter over time, but recognition of their
existence goes a long way in determining the management action needed.

The model of perceptual transition management starts out with a number of
questions. How do we explain successful change? How do we explain changes in
organizations that were doomed from the start? How do we explain changes that
are initially successful but wane or fizzle out halfway through? Effective large-scale
changes demand a series of management actions linked to the four interlocking
layers or processes (Figure 5.3).

In terms of trigger layer, it is necessary to understand what causes a need
for change in the organization. These triggers need to be expressed in a clear way
and communicated throughout the organization. For example, poor trigger
identification and communication processes are best seen when the first that
employees know of difficulties facing the organization is when they are called in to
discuss redundancy terms. People are generally willing and able to deal with change
but many managers do not understand this. They are afraid that change is associated
with some form of failure and feel they need to hide changes. People will accept
change when they know it is necessary and accept the explanation for the need for
change.

It is necessary for these triggers to be expressed and communicated
throughout the organization in clear and identifiable terms. For example, the trigger
in many organizations is often a crisis, but it does not necessarily have to be a
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threat. People will respond positively to the challenges posed by a crisis but may
react negatively to a threat. Expressing a potential crisis as an opportunity for
change may assist the process itself. In this sense, the language in which the triggering
mechanism is transmitted to the internal organization has to be clearly expressed
as an opportunity and should be communicated widely. The chances of successfully
implementing a change are significantly improved when everyone concerned has a
shared understanding of what may happen and why.

If the trigger for change has been clearly recognized and expressed, it is
also a requirement for management within the organization to define the future.
This does not call for crystal ball gazing but for the establishment of the vision
layer. The requirement here is for definition and expression of where the organization
intends to go. Just as shared understanding and awareness of the triggers for
change help smooth the process, so do shared awareness and understanding of
the new vision and the desired organizational goals. Management must realize the
future in terms of three criteria. The first is that change is seen to provide an
effective response to the events triggering change. Second, there is identification
of the desired future condition of the organization in terms of its design, its products,
and its goals. Third, it must provide challenge and stimulation. Change is assisted
by a climate of enthusiasm and participation; resistance is the result of fear, prejudice,
anxiety, and ignorance.

The third layer of perceptual transition management is related to gaining
recruits for change. By this, it is meant that those who have to work through the
change process need to be converted to the ideas and concepts and own them.
Defining a future that no one can ‘buy into’ will slow or hinder the change itself.
Everyone involved in making change work has to feel part of it and accept the
reasoning for the vision and how this is to be realized. It is at this point that the
vision has to be detailed and aspects such as future structure and patterns of work
are explained. There is a need at this point to recruit disciples to the vision. This is
time-consuming, as it requires detailed explanation. Failure to do so results in
negotiation, renegotiations, or decay. Managers at this stage need to get involved
in two activities. First, there is the planning team, the main core change unit. The
most appropriate mechanism here will depend on the organization and its
consultation systems. Second, it is also necessary to talk to people about the
change at every opportunity, formal or informal. This establishes a shared
understanding of the change problem through debate.

The last question that perpetual transition management attempts to resolve
is related to the decay associated with the management of mid-term change.
Maintenance and renewal attempt to address the ‘moving goalpost’ features of
change. There are four main examples of this. First, the events that triggered change
in the first place fade in the memory or lose their relevance over time. Second,
articulation of the vision becomes less expressive when the organizations move
on. Third, replacements feel less committed to the idea and have to be taken
through the reasons for, and responses to, the triggers. Fourth, the change that
took place settles down and becomes the norm in the organization. To avoid this
sort of decay process, there is a requirement for the organizations to allocate
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resources to maintaining and renewing the original visions in an evolutionary
framework. In this sense, management takes part in a process that is described as
one of the permanent transitions. It is this point that can be regarded as the crucial
concept. Getting managers to recognize that change is a constant feature in modern
organizations, and one which they have to deal with, goes a long way towards
addressing some of the factors that lead to resistance to change.

5.6 ORGANIZATIONAL CULTURE: DYNAMICS,
ROLE AND TYPES OF CULTURE

Organizations, to cope with global competition and the changing business
environment, envision a ‘futuristic state’ with a new purpose and goals to be
achieved. They try to move to that ‘state’ using a planned strategy. This strategy
could entail redesigning, reorganizing, or innovating current work activities and the
organizational structure or processes in order to retain/improve the organization’s
current competitive position, customer focus, and customer satisfaction. While
changes are brought about in work, structure, or process, it is to be noted that all
these need to take place in the overall context of the organization’s culture.
Organizational culture is like the blood flow in the human system that connects and
energizes the various internal organs. Changes made in the systems/subsystems
may not be effective until they are compatible with the organizational culture.
Otherwise, cultural incongruence/resistance will defeat the purpose of any planned
change.

When small or incremental changes are made in an organization, they need
to be tuned to its overall culture. However, when an organization plans to bring in
radical, transformational, or fundamental changes or plans to recreate it, it becomes
imperative for the organization to change its current culture, without which such
deep and significant changes are not possible.

Culture, in popular managerial parlance, usually refers to how people feel
about the organization, the authority system, and the degree of employee
involvement and commitment—the ‘soft’ stuff, all of which refers to the culture of
the organization. Managers need to learn that where culture may matter most is, in
its impact on the ‘hard’ stuff, such as strategy and structure. Most managers are
quite blind to the fact that their strategies and structures are dominated by cultural
assumptions and that the history of success and failure hardwire these cultural
assumptions into their thinking.

What is Organizational Culture?

People get affected by the culture, in which they live. Values, beliefs, and expected
behaviours of a family are taught to its members through the process of socialization
within the family. The same is true for organizations. When people join an
organization they have certain values and beliefs that may not be sufficient for
achieving organizational goals. Therefore, they are required to adapt to the culture
of the organization. Every organization has its own missions and goals and to
attain these, it adopts unique modes and methods of operations. In the process of
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achieving the corporate mission, participants internalize organizational values and
norms to give meaningful expressions to the same in their day-to-day activities.
Thus, all the members of an organization come to adapt shared values, beliefs,
norms, attitudes, and ways of doing things and practicing which are unique to the
organization. This is termed as the culture of the organization. As Hagberg and
Heifetz (2000) concede ‘culture drives the organization and its actions. It is
somewhat like the operating system of the organization. It guides how employees
think, act, and feel.’

It is difficult to define culture and still harder to specify or delineate it. It is
reflected in how things are done (Flanagan 1995) and how problems are solved in
an organization. It may be defined as the ethos of a company (as US firms do) or
the shared values and team spirit (as European firms prefer to define it). In biological
terms, culture is like the DNA of an organization, invisible to the naked eye, but
critical to shaping its behaviour. One culture could be distinguished from another
in terms of how some commonly shared human problems are addressed and the
specific solutions that are sought (Trompenaars 1993), affecting the performance
of everyone within the culture in positive or negative ways.

Organizational culture has been defined by scholars in varied ways.
Numerous definitions of organizational culture have been proposed. A few of these
insights are given here.

Edgar H. Schein (1982) defines organizational culture as a ‘set of basic
assumptions that a given group has invented, discovered, or developed in learning
to cope with its problems of external adaptation and internal integration that have
worked well enough to be considered valid, and therefore, to be taught to new
members as a correct way to perceive, think, and feel in relation to these problems.’

Porter et al. (1979) identify organizational culture as a ‘set of customs and
typical patterns of ways of doing things. The force, pervasiveness, and nature of
such model, beliefs, and values vary considerably from organization to organization.
Yet it is assumed that an organization that has any history at all has developed
some sort of culture and that this will have a vital impact on the degree of success
of any effort to improve or alter the organization.’

Elements of Culture

At the root of any organizational culture is a set of core characteristics that are
collectively valued by members of an organization. Recent research by Chatman
and Jehn (1994) has shown that seven elements of organizational culture may be
used to describe organizations. These are

1. Innovation—the extent to which people are expected to be creative and
generate new ideas.

2. Stability—valuing a stable, predictable rule-oriented environment.

3. Orientation towards people—being fair, supportive, and sharing respect
for individuals’ rights.

4. Result orientation—the strength of its concern for achieving desired results.
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5. Easygoingness—the extent to which the work atmosphere is relaxed and
laid back.

6. Attention to detail—concern for being analytical and precise.

7. Collaborative orientation—emphasis on working in teams, as opposed
to individually.

Different sets of core values are reflected in the cultures of different
organization. Testing this idea, Chatman and Jehn compared 15 companies in four
different industries with respect to these seven aspects. Their results suggest that
there were similarities between the cultures of companies within the same industries.
For example, consulting firms had cultures that were more similar to each other
than they were to other types of companies, such as accounting firms. The
researchers also found connections between cultures and various industry
characteristics. In general, companies had cultures that were matching with the
kind of work they did. For example, consulting firms had cultures that were more
innovative and more people oriented than did the postal service. These results
suggest that organizational culture is not only a key factor in distinguishing between
individual companies but also between entire industries.

Another description of the elements of organizational culture is presented
by Schein (1982) which proposes that the culture of an organization comprises of
basic assumptions, artefacts, and values.

Basic Assumptions

These are the basic precepts that characterize an organization in terms of what it
is, what it stands for, and what it is all about. It is what drives the organization, and
determines how its members perceive, think, feel, and behave. It underlies the
various aspects of organizational activity and represents the core ideology. Some
examples of basic assumptions underlying the organizational culture of a few
companies are given in Table 5.2.

Table 5.2 Examples of Companies With Their Basic Assumptions

Artefacts

The visible manifestation of culture as seen in the physical and social environment
of the organization such as:

1. Its structure, systems and subsystems, symbols, plaques.

2. Public documents it releases, media reports, and stories about it.

3. Its rituals, norms, rules, and procedures.

4. The observable behaviour of its members (the way they talk, the jargon
they use, the way they dress).
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An example of a cultural artefact is the 24-hour hotline for customers that
both IBM and Citibank provide.

Values

These are the social principles, goals, or standards held by members of an
organization, individually and collectively. Values evolve out of the basic assumptions
and form the core (or heart) of the culture, reflecting what is important in the
organization and determining how the organization needs to be (the ethos and the
personality of the organization). Box 15.1 describes values held by some prominent
organizations.

Although an organization espouses a series of values, its core values are
limited to a few in number. These are the essential and enduring tenets of an
organization. They are reflected in the core capabilities of a company, form the
basis of its policies and actions, and are generally not compromised for short-term
benefits or financial gains. In fact, an organization’s goals, policies, and practices
may even be altered if they do not go along with its core values.

Values do not sprout in the CEO’s office or in the offices of the top
management. They grow out of employees working together as well as out of their
core professional skills and practices. Rather than instilling values communicated
‘top down’, employees themselves should be involved, through participation and
dialogue, in the development of desired corporate values. A 360-degree evaluation
system could be a useful tool to help develop a genuine link between values and
behaviour.

Identifying Organizational Culture

Among the best known representation of organizational culture are Hofstede’s
(1994) ‘onion diagram’ subtitled ‘manifestation of culture at different levels of
depth’ and Schein’s (1982) ‘levels of culture’. Each emphasizes that organizational
cultures manifest themselves in many ways. Some of these are visible and, therefore,
easy to discern when studying the organization but because of their shallow and
superficial nature, the true meaning is difficult to decipher. These manifestations
are Hofstede’s ‘symbols’, ‘heroes’ and ‘rituals’, and Schein’s artefacts (see Figure
5.4). Changing these visible practices and artefacts enables a culture change.
Unfortunately, for real change, the process also needs to occur far more deeply at
the less visible levels.

The deepest level of culture (Hofstede’s ‘values’ and Schein’s ‘basic
underlying assumption’) is invisible and as a consequence, extremely difficult to
discover. They provide what Argyris (1995) terms as ‘the theories in use’ upon
which the more visible ‘practices’ and ‘artefacts’ of organizational cultures are
built. Hofstede refers to these values as the core of culture. Such values are likely
to have become so taken for granted that there will be little variation in them within
a culture or sub-culture (Schein 1982). They will be communicated to new
employees, thereby transferring the culture. If these basic underlying assumptions
are strongly held, then group members will find behaviours or any other premise
inconceivable. For this reason, changing these is likely to result in a true culture
change which will also be reflected in ‘practices’ and ‘artefacts’. However, because



Organizational Change
and Culture

NOTES

Self - Learning
266 Material

they are deeply held in individuals’ subconsciousness, they are extremely difficult
to change. Between the shallowest and the deepest level are the ‘espoused values’.
These are the values connected with moral and ethical codes and determine what
people think ought to be done, rather than what they necessarily do. Often
organizations represent a particular view of their culture through formal documents,
such as annual reports, mission statements, or speeches by senior managers, all of
which reflect these espoused values.

Fig. 5.4 Comparison of Hofstede’s and Schein’s Representation of Organizational Culture

Functions of Organizational Culture

Culture to an organization is an intangible force, with far reaching consequences.
It plays several important roles in organizations. Different functions performed by
culture are discussed below.

1.Culture Gives a Sense of Identity to Its Members

An organization’s culture provides a sense of identity to its members. The more
clearly an organization’s shared perception and values are defined, the more strongly
people can associate themselves with their organization’s mission and feel a vital
part of it.

2.Culture Helps to Generate Commitment Among Employees

The second important function of culture is generating commitment to the
organization’s mission. Sometimes it is difficult for people to go beyond thinking of
their own interest: How will this affect me? However, when there is a strong,
overarching culture, people feel that they are part of that larger, well-defined whole
and involved in the entire organization’s work. Not just focussed on any one
individual’s interest, culture reminds people of what their organization is all about.

3.Culture Serves to Clarify and Reinforce Standards of Behaviour

A third important function of culture is that it serves to clarify and reinforce standards
of behaviour. While it is essential for newcomers, it is also beneficial for veterans.
In essence, culture guides employees’ words and deeds, making it clear what they
should do or say in a given situation. In this sense, it provides stability to behaviour,
both with respect to what an individual might do at different times and what different
individuals may do at the same time. For example, in a company with a culture that
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strongly supports customer satisfaction, employees will have clear guidance as to
how they are expected to behave; doing whatever it takes to please the customer.
By serving these important roles, it is clear that culture is an important force
influencing behaviour in organizations.

Diagnosing Organizational Culture

Diagnosing organizational culture requires uncovering and understanding the basic
assumptions, values, norms, and artefacts underlying organizational life as perceived
and felt by the organizational members. One needs to examine how managerial
tasks are typically performed (for example, how are tasks supervised? how is
task performance monitored, appraised, and rewarded? how are decisions made
and communicated?), and how are organizational relationships usually managed
(for example, superior–subordinate relationships, team spirit, interdepartmental
coordination, union–management relations, customer orientation).

Some techniques that assist in identifying/diagnosing an organization’s culture
are:

1. Interviewing employees at different levels of an organization (for example,
workers, supervisors, managers).

2. Administering relevant questionnaires and conducting attitudinal and
morale surveys (socio-metric techniques assist in identifying cliques and
subcultures within the organization).

3. Analysing the process aspects (organizational policies, decisions,
procedures, rules and regulations, and how the resources are procured
and managed, etc.).

4. Examining the organization’s external relationships with its customers,
clients, etc. in terms of how they perceive and evaluate the organization.

However, diagnosing the cultural elements could be difficult for several
reasons. A few of these reasons are as follows:

1. Cultural assumptions are generally taken for granted and not talked about
much. It may, therefore, be difficult to get any information about the
cultural aspects from the employees.

2. Culture is implicit rather than explicit and can only be inferred from
cultural artefacts and creations.

3. Expressed beliefs and values could be different from what one really
believes in and follows the former arising from social desirability that
characterizes most of our behaviour.

4. Informal groups in the organization may hold assumptions that are different
from the corporate culture. Organizations are generally characterized
by subcultures that are stable and functional, and similar/dissimilar or
supportive/non-supportive of the general culture.

5. Customers and clients may perceive the culture as an outcome of their
personal experiences that may be either positive or negative and may
not exactly reflect the true state.
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Types of Organizational Culture

Although organizations tend to have their own unique culture, Sonnenfeld (1988)
notes that these commonly fall into one of the four different categories—the
academy, the club, the baseball team, and the fortress.

1. Academy: An organization that provides employees opportunities to master
many jobs and move on to others can be called an academy (for example,
Coca-Cola, IBM, and Procter & Gamble).

2. Club: Organizations that lay emphasis on getting people to fit in and be
loyal, and value the age and experience of employees can be called clubs.
The military is a good example of a club.

3. Baseball team: Organizations in high-tech fields (for example, software
development firms and biotech companies) and professional fields (for
example, investment banking, law, and accounting) have highly skilled
employees who tend to take risks and are handsomely rewarded for their
success. They have a culture that can be compared with the culture of a
professional baseball team with stars who are willing to be traded to another
baseball team if the compensation is right.

4. Fortress: An organization that is facing hard times and is preoccupied with
survival fits into the ‘fortress culture’. A fortress may be a stimulating place
to work for those who thrive on the challenges of turning around a company.

 Not all organizations fit perfectly into these four different types. One reason
is simply that organizations may have a blend of cultures operating at the same
time. Another reason is that organizations tend to change over time and may be in
transition.

Approaches to Describing Organizational Culture

No single framework for describing the values in organizational culture has emerged;
however, several frameworks have been suggested. Although these frameworks
were developed in the 1980s, their ideas about organizational culture are influential
even today. Some of the “excellent” companies that they described are less excellent
now, but the concepts are still used in companies all over the world. Managers
should evaluate the various parts of the frameworks described and use the parts
that fit the strategic and cultural values for their own organization.

I. The Ouchi Framework

One of the first researchers to focus explicitly on analysing the culture of a limited
group of firms was William G. Ouchi (1981). Ouchi analysed the organizational
culture of three groups of firms, which he characterized as (1) typical US firms,
(2) typical Japanese firms, and (3) type Z US firms.

Based on his analysis, Ouchi developed a list of seven points on which
these three types of firms can be compared. He argued that the cultures of typical
Japanese firms and US type Z firms are very different from those of typical US
firms and that these differences explain the success of many Japanese firms and
US type Z firms and the difficulties faced by typical US firms. The seven points of
comparison developed by Ouchi are as follows:
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Commitment to employees

According to Ouchi, typical Japanese and Type Z US firms share the cultural
value of trying to retain employees. Thus, both types of firms layoff employees
only as a last resort. In Japan, the value of ‘keeping employees on’ often takes the
form of lifetime employment. This cultural value is manifested in a commitment of
what Ouchi called ‘long-term employment’.

Ouchi suggested that typical US firms do not have the same cultural
commitment to employees as Japanese firms and US type Z firms do. In reality,
American workers and managers often spend their entire careers in a relatively
small number of companies. Still there is a cultural expectation that if there is a
serious downtown in a firm’s fortune, change of ownership, or a merger, workers
and managers will be let go.

Evaluation

Ouchi observed that in Japanese and type Z US companies, appropriate evaluation
of workers and managers is thought to take a very long time—up to 10 years—
and requires the use of qualitative as well as quantitative information about
performance. For this reason, promotion in their firms is relatively slow, and
promotion decisions are made only after interviews with many people who have
had contacts with the person being evaluated.

Careers

Ouchi next observed that the careers most valued in Japanese and Type Z US
firms span multiple functions. In Japan, this value had led to very broad career
paths, which may result in employees gaining experience in six or seven distinct
business functions. The career paths in type Z US firms are somewhat narrower.

However, the career path valued in typical US firms is considerably narrower.
Ouchi’s research indicated that most US managers perform only one or two different
functions in their careers. This narrow career path reflects the value of specialization
that is part of so many US firms.

Control

All organizations must exert some level of control to achieve coordinated action.
Thus, it is not surprising that firms in the US and Japan have developed cultural
values related to organizational control on how to manage it. Most Japanese and
type Z US firms assume that control is exercised through implicit, informal
mechanisms. One of the most powerful of these mechanisms is the organizational
culture.

In contrast, typical US firms expect guidance to come through explicit
directions in the form of job descriptions, delineation of authority, and various
rules and procedures, rather than informal and implicit cultural values.

Decision making

Japanese and type Z US firms have a strong cultural expectation that decision
making occurs in groups and is based on the principles of full information sharing
and consensus. In most typical US firms, individual decision making is considered
appropriate.
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Responsibility

Here, the parallels between Japanese firms and type Z US firms break down.
Ouchi showed that in Japan strong cultural norms support collective responsibility,
that is, the group as a whole, rather than a single person, is held responsible for
decisions made by the group. However, in type Z US firms and typical US firms,
individuals are expected to take responsibility for decisions.

Concern for people

In Japanese firms and type Z firms, the cultural value that dominates is a holistic
concern for workers and managers. Holistic concern extends beyond concern for
a person simply as a worker or a manager to concern about that person’s home
life, hobbies, personal beliefs, hopes, fears, and aspirations. In typical US firms,
the concern for people is a narrow one that focuses on the workplace. A culture
that emphasizes a strong concern for people, rather than the one that describes a
work task orientation can decrease worker turnover (Powell and Mainiero 1993).

Theory Z and performance

Ouchi argued that the cultures of Japanese and type Z firms help them outperform
typical US firms. Toyota imported the management style and culture that succeeded
in Japan into its manufacturing facilities in North America. Toyota’s success has
often been attributed to the ability of Japanese and type Z firms to systematically
invest in their employees and operations over long periods, resulting in steady and
significant improvement in long-term performance.

II. The Peters and Waterman Approach

Tom Peters and Robert Waterman (1982) in their best seller In search of
Excellence focused even more explicitly than Ouchi on the relationship between
organizational culture and performance. Peters and Waterman chose a sample of
highly successful US firms and sought to describe the management practices that
led to their success. Their analysis rapidly turned to the cultural values that led to
successful management practices. Some of the excellent values practiced in the
sample firms are as follows:

Bias for action

According to Peters and Waterman, successful firms have a bias for action.
Managers in these firms are expected to make decisions even if all the facts are
not in. They argued that for many important decisions, all the facts will never be in.
Delaying decision making in these situations is the same as never making decisions.
Meanwhile, other firms probably will have captured whatever business initiatives
that existed. On average, according to these authors, organizations with cultural
values that include a bias for action outperform firms without such values.

Stay close to the customer

Peters and Waterman believe that firms which value customers over anything else
outperform firms without this value. The customer is a source of information about
current products, a source of ideas about future products, and responsible for the
firm’s current and future financial performance. Focusing on the customer, meeting
the customer’s needs, and pampering the customer when necessary lead to superior
performance.
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Autonomy and entrepreneurship

Peters and Waterman maintained that successful firms fight the lack of innovation
and the bureaucracy usually associated with large size. They do this by breaking
the company into smaller, more manageable pieces and then encouraging
independent, innovative activities within smaller business segments. Stories often
exist in these organizations about the junior engineer, who takes a risk and influences
major product decisions, or of the junior manager, who implements a new and
highly successful marketing plan because he is dissatisfied with the current plan.

Productivity through people

Peters and Waterman believe that successful firms recognize that their most
important assets are their people—both workers and managers—and that the
organization’s purpose is to let its people flourish. It is a basic value of the
organizational culture—a belief that treating people with respect and dignity is not
only appropriate but also essential to success.

Hands-on management

They also noted that the firms they studied insisted that senior managers stay in
touch with the firm’s essential business. It is an expectation, reflecting deeply
embedded cultural norms that managers should not manage from behind the closed
door of their offices but by ‘wandering around’ the plant, the design facility, the
research and development department, and so on.

Stick to the knitting

Another cultural value characteristic of excellent firms is their reluctance to engage
in business outside their areas of expertise. These firms reject the concept of
diversification, the practice of buying and operating businesses in unrelated
industries. This notion is currently referred to as relying on the ‘core competencies’,
or what the company does best.

Simple form, lean staff

According to Peters and Waterman, successful firms tend to have few administrative
layers and relatively small corporate staff group. In companies that are managed
excellently, importance is measured not only by the number of people who report
to the manager but also by the manager’s impact on the organization’s performance.
The cultural values in these firms tell managers that the performance of the staff is
more important than their number.

Simultaneously loose and tight organization

The final attribute of organizational culture identified by Peter and Watermen appears
contradictory. The firms are tightly organized because all their members understand
and believe in the firm’s values. This common cultural bond is the strong glue that
holds the firms together. At the same time, however, the firms are loosely organized
because they tend to have less administrative overheads, fewer staff members,
and fewer rules and regulations. The result is increased innovation and risk taking
and faster response time.
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III. The Udai Pareek Approach

According to Pareek (2002), there are eight values that govern the culture of an
organization. These eight values together are responsible for making the culture of
an organization strong or weak. These are as follows:

Openness

As the term implies openness refers to free sharing of thoughts, ideas, and feelings
with each other in an organization. The open environment of the organization results
in a culture where employees have no reservation or negative hidden feelings against
each other. In situations of disagreements they are able to come out openly and
share their concerns with each other. Openness also deals with doing away with
the physical boundaries and erected walls in the organizations. Openness has to
be practiced both in terms of giving as well as receiving information at all levels in
the organization.

Confrontation

With openness comes the ability to face the situation as it comes to us rather than
move away from it. In cases where there is willingness to face the problem and
solve it, many interpersonal differences are resolved and individuals come forward
with their ideas and solutions.

Trust

The surety with which people can share their confidential information with each
other without the fear of it being known all over the organization reflects the level
of trust in the organization. In organizations where trust is high among employees,
there is better problem solving and less stress.

Authenticity

This refers to the equivalence that members of an organization have between their
words and deeds. If people do what they say and feel, it leads to high level of
openness and trust in organizations.

Proactivity

Proactive organizations are ready to face any eventuality and are prepared for
adversaries too. Proactive individuals are more calm and relaxed in their behaviour
towards others. With proactivity, there is a possibility of thinking and planning
ahead and being prepared to encounter situations or individuals.

Autonomy

It involves giving enough space to other individuals in the organization as you
would seek for yourself. A person with knowledge and competence should be
given freedom to take the decisions for the department or the organization. This
promotes a sense of achievement and self-confidence among employees thereby
leading to mutual respect.

Collaboration

Organizations consist of individuals who are expected to work together in a group
and this sense of togetherness can only be generated by the top management in
organizations. People should be forced to learn to work together to develop a
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sense of team spirit. It will result in openness, trust among members, sharing, and
a sense of belongingness and commitment to the organization.

Experimentation

In this age of scarce resources, and fast change, any organization which is not
willing to try out new and better ways of working is likely to perish fast. Individuals
as well as organizations can sustain themselves only if they are able to experiment
with the available resources and identify and develop better approaches to deal
with the problems. There has to be out of the box thinking in which nothing that is
obsolete is likely to be accepted.

These eight values have been given the acronym OCTAPACE meaning eight
(octa) steps (pace) to create an organization, which is identified as an effective
organization with a strong culture.

Check Your Progress

8. What is transition management?

9. Define values.

5.7 ANSWERS TO ‘CHECK YOUR PROGRESS’

1. Strategic change is a change in the very mission of the organization. A
single mission may have to be changed to multiple missions.

2. Two characteristics of change are the following:
(i) Change refers to any alteration that occurs in the overall work

environment of an organization. It relates to changes in technology,
organizational structure, working processes, work environment,
organizational policy and the roles people play.

(ii) The introduction of change in one part of an organization forces a
change in other parts of the organization. If the change is beneficial,
people accept it willingly. If it is not desirable, there is great resistance.
If it is of no consequence to the people, they may adopt an attitude of
indifference.

3. Participation is generally considered the most effective technique for
overcoming resistance to change.

4. Psychologist Kurt Lewin developed the Force Field Analysis model to
help us understand how the change process works.

5. Unfreezing is the process by which people become aware of the need for
change.

6. The main purpose of organizational development, according to Burton, is
‘to bring about a system of organizational renewal that can effectively
cope with environmental changes.

7. Sensitivity training is also known as laboratory training, encounter groups
and T-groups.
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8. Transition management is the process of systematically planning, organizing,
and implementing change from the disassembly of the current state to the
realization of a fully functional future state within an organization (Ackerman
1982).

9. Values are the social principles, goals, or standards held by members of
an organization, individually and collectively.

5.8 SUMMARY

 Change is a phenomenon that pushes us out of our comfort zone. It is for
the better or for the worse, depending on how it is viewed. Change has an
adjustment timeline that varies from person to person.

 A good leader looks beyond the illusion of ‘changelessness’ and unearths
opportunities for change.

 The management should realize the value of effective employees’
cooperation and collaboration, and motivation in the workplace. Before
putting into practice a change in an organization, managers should
understand that different people hold dissimilar opinions about change.

 There are various levels within the organizational domain where changes
can be brought about for operational enhancement of the organization as
well as desirable behaviour of members.

 The external environment affects the organizations both directly and
indirectly. The organizations have no control over the variables in such an
environment. Accordingly, the organizations cannot change the environment
but must change themselves to align with the environment.

 Managers who are interested in implementing change are required to be
aware of two important aspects of change: (1) Diagnosis and (2)
Implementation.

 Change is inevitable. Nothing is permanent, except for change. It is the
management’s duty to see that change is managed properly.

 Technology is a major external force that calls for change. In recent times,
information technology (IT) has had a remarkable impact on the ability of
managers to use information to arrive at a decision.

 According to Nadler discontinuous change involves a break from the past
and a major reconstruction of the entire organization.

 Organizations must plan to implement change in a systematic manner. They
must identify the field in which the change is required and ascertain whether
it is strategic, structural, process-oriented or cultural.

 Although organizations initiate changes in order to adjust to the changes in
their environments, people sometimes resist them.

 The system model of change describes the organization as six interacting
variables that could serve as the focus of planned change: people, culture,
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task, technology, design, and strategy. A change in any one usually results
in a change in one or more of the other variables.

 Psychologist Kurt Lewin developed the Force Field Analysis model to
help us understand how the change process works.

 Unfreezing is the process by which people become aware of the need for
change. If people are satisfied with current practices and procedures,
they may have little or no interest in making employees understand the
importance of a change and how their jobs will be affected by it.

 Refreezing makes new behaviour relatively permanent and resistant to
further change. Examples of refreezing techniques include repeating newly
learned skills in a training session and role-playing to teach how the new
skill can be used in a real-life work situation.

 One of the best known change management models is John Kotter’s eight-
step model (Kotter 1995). It was first published in 1995 as an article in
the Harvard Business Review. Subsequently, it was expanded in the form
of a book titled Leading Change.

 Organization development is an intervention strategy in which group
processes are used to focus on the entire culture of development of an
organization, so that a planned change would be brought about.

 According to Wendell L. French and Cecil H. Bell, Jr., ‘Organization
Development is a systematic process for applying behavioural science
principles and practices in organizations to increase individual and
organizational effectiveness.’

 The main purpose of OD, according to Burton, is ‘to bring about a system
of organizational renewal that can effectively cope with environmental
changes. In doing so, OD strives to maximize organizational effectiveness
as well as individual work satisfaction.’

 Transition management is the process of systematically planning, organizing,
and implementing change from the disassembly of the current state to the
realization of a fully functional future state within an organization (Ackerman
1982).

 Edgar H. Schein (1982) defines organizational culture as a ‘set of basic
assumptions that a given group has invented, discovered, or developed in
learning to cope with its problems of external adaptation and internal
integration that have worked well enough to be considered valid, and
therefore, to be taught to new members as a correct way to perceive,
think, and feel in relation to these problems.’

 Diagnosing organizational culture requires uncovering and understanding
the basic assumptions, values, norms, and artefacts underlying
organizational life as perceived and felt by the organizational members.

 One of the first researchers to focus explicitly on analysing the culture of a
limited group of firms was William G. Ouchi (1981). Ouchi analysed the
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organizational culture of three groups of firms, which he characterized as
(1) typical US firms, (2) typical Japanese firms, and (3) type Z US firms.

 Tom Peters and Robert Waterman (1982) in their best seller In search of
Excellence focused even more explicitly than Ouchi on the relationship
between organizational culture and performance. Peters and Waterman
chose a sample of highly successful US firms and sought to describe the
management practices that led to their success. Their analysis rapidly turned
to the cultural values that led to successful management practices.

 According to Pareek (2002), there are eight values that govern the culture
of an organization. These eight values together are responsible for making
the culture of an organization strong or weak. These are openness,
confrontation, trust, authenticity, proactivity, autonomy, collaboration,
experimentation.

5.9 KEY TERMS

 Change: It is defined as the act or process of doing something different.

 Organization Development: It is a systematic process for applying
behavioural science principles and practices in organizations to increase
individual and organizational effectiveness

 Values: These are the social principles, goals, or standards held by
members of an organization, individually and collectively.

5.10 SELF-ASSESSMENT QUESTIONS AND
EXERCISES

Short-Answer Questions

1. Briefly mention the levels of change.

2. What are the causes of change?

3. Mention the steps which facilitate in managing organizational change.

4. What are the challenges faced in organizational development?

5. What are the objectives of organizational development?

6. Write a short note on transition management.

7. Define organizational culture.

Long-Answer Questions

1. Evaluate the importance of organizational change.

2. Discuss the process of change.

3. Examine the organizational sources of resistance to change.

4. Explain the methods applied for overcoming resistance to change.
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5. Analyse John Kotter’s eight-step change management model.

6. Discuss the Udai Pareek Approach.
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